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• São Tomé and Príncipe’s economy is estimated to have 
grown by 5.2% in 2017, up from 5.0% in 2016, boosted by 
services, trade and construction. The short-term outlook 
is positive, with GDP growth projected at 5.5% in 2018 
and 5.8% in 2019, fuelled by investment in infrastructure 
and construction.

• Reforms will continue to focus on improving public 
financial management, banking supervision and labour 
regulations. Since January 2018, new dobra banknotes 
with three fewer zeros have been issued.

• Infrastructure development is among the key priorities 
outlined in the Government’s Vision 2030, which seeks 
to transform the country into a maritime hub, financial 
services centre and tourism destination for the Gulf  
of Guinea.

 
OVERVIEW

São Tomé and Príncipe’s economy has experienced an average 
GDP growth rate above 4.0% during 2010-2015, driven mainly 
by services and construction. The economy grew by 5.2% 
in 2017, up from 5.0% in 2016, supported by services, trade 
and construction. Short-term prospects are encouraging, with 
growth projected at 5.5% in 2018 and 5.8% in 2019, led by exter-
nal investments in infrastructure, thereby spurring construction.

The country’s economic framework is anchored on a three 
year (2015-2018) extended credit facility programme with the 
IMF. On the fiscal side, the Government has undertaken several 
reforms (i.e., tax for non-residents on service delivery), aimed 

at sustaining fiscal consolidation and reducing debt. Current 
expenditure continues to dominate Government spending, 
despite a 2% decline in 2017 (mainly wages and salaries), while 
tax revenue remained subdued. Meanwhile, the Central Bank of 
São Tomé and Príncipe (CBSTP) has implemented an accom-
modating monetary policy to stimulate the economy, while keep-
ing inflation under control. In 2017, inflation declined to 5.1%, 
from 5.5% in 2016, sustained mainly by the fixed exchange rate 
regime (pegging the dobra to the euro) and reduced interna-
tional oil prices.

São Tomé and Príncipe’s score on the 2016 Human Develop-
ment Index is higher than the Sub-Saharan Africa average. The 
country made good progress on various other social indicators, 
reaching the Millennium Development Goals for universal pri-
mary education, promoting gender equality and empowering 
women, improving maternal health and combating HIV/AIDS, 
tuberculosis and other diseases. It has also achieved tangible 
results in governance (scoring 60.5 out of 100 in the 2015 Ibra-
him Index) and the eradication of malaria (as a three-time winner 
of the African Leaders Malaria Alliance).

The country’s infrastructure is in urgent need of improvement, 
as deficits in transport, including ports and airport, as well as 
energy and water, curb tourism development and the private 
sector in general. The country’s geographic position and its 
archipelago nature with two main islands and four islets further 
amplify the challenges. Infrastructure development is among 
the key priority sectors outlined in the Government’s Vision 
2030, which seeks to transform the country into a maritime hub, 
financial services centre and tourism destination for the Gulf of 
Guinea. Vision 2030 is reflected in the country’s third generation 
Poverty Reduction Strategy Paper 2017-2021. 
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RECENT DEVELOPMENTS  
AND PROSPECTS 

São Tomé and Príncipe’s economy has experienced an average 
GDP growth rate above 4.0% during 2010-2015, driven mainly 
by services and construction. The economy grew by 5.2% 
in 2017, up from 5.0% in 2016, supported by services, trade, 
and construction. Short-term prospects are encouraging, with 
growth projected at 5.5% in 2018 and 5.8% in 2019, led by exter-
nal investments in infrastructure, thereby spurring construction.

Unemployment remains a key constraint to socio-economic 
development in São Tomé and Príncipe, with the overall unem-
ployment rate standing at 14.5% in 2015, and youth unemploy-
ment (age 15-24), the most affected, at a very high 50%.

At independence in 1975, agriculture was the mainstay of the 
economy, accounting for 80% of GDP, followed by services 
with 10% of GDP. The remaining 10% were generated by small 
scale manufacturing activities, mainly processing of palm oil 
and soap. Forty years later, the country’s economic structure 
has transformed into a service-based economy, with services 
soaring to 70% of GDP (2016), while agriculture plummeted to 
11.8%. Within the services sector, the main sub-sectors are 
wholesale and trade; tourism; and transport, storage and com-
munications, with 31.9%, 5.8% and 11.8% of GDP, respectively. 
Within agriculture, fisheries are the main sub-sector with 7.7% 
of GDP. Within the industry sector, manufacturing and mining 
contributes 7.7% of GDP and construction 7.5%.

The trade deficit is estimated at 33.1% of GDP in 2017 compared 
to 30.8% in 2016, due to an increase in imports of goods, espe-
cially investment goods. Meanwhile, export of goods improved 
to 4.1% of GDP in 2017, up from 4.0% in 2016, boosted by 
an increase in exports of cocoa. The current account deficit 
(including transfers) stood at 10.2% of GDP in 2017, up from 
5.8% in 2016. Improvements are expected in 2018 and 2019, 

with an estimated deficit of 9.5% of GDP and 8.7%, respec-
tively. Meanwhile, the deficit of the capital and financial account 
narrowed to 12.9% of GDP in 2017, from 16% of GDP in 2016, 
driven mainly by a decline in public sector project loans. In the 
short to medium term, the capital and financial account deficit 
is expected to widen to 14% of GDP in 2018 and 11.9% in 2019, 
mainly due to reductions in FDI and private sector short term 
capital. In June 2017, international reserves stood at USD 55.98 
million, representing 3.7 months of imports. 

Public consumption increased in 2017, driven by a 13.3% 
increase in goods and services. Meanwhile, expenditures on 
wages and salaries declined by 2% remained when compared 
to 2016. The short-term outlook projects a 0.6% decline in public 
consumption for both 2018 and 2019. On the other hand, private 
consumption is expected to be subdued in 2017 due to a 6.8% 
increase in personal taxes, and estimated to decline with a fur-
ther 10% increase in personal taxes, which is foreseen for 2018. 
It would thereafter stagnate in 2019. Gross domestic savings 
reached -1.9% of GDP in 2017, led by poor performance on pri-
vate savings that declined to -1.3% of GDP in 2017 from 4.3% of 
GDP in 2016. A further deterioration to -4% of GDP is expected 
in 2018 because of continued decline in private savings. 

São Tomé and Príncipe’s overall fiscal deficit increased to 2.1% 
of GDP in 2017, from 1.7% of GDP in 2016. Projections suggest 
a further deterioration of the deficit to 2.9% in 2018, as expendi-
tures continue to outperform the domestic resource collection. 
Nonetheless, a slight improvement to 2.6% is foreseen in 2019 
because of a projected decline in Government’s spending. 
The country’s debt situation is at a high risk of debt distress, 
which is a similar classification obtained prior to the debt relief in 
2007. Total public debt reached 62.8% of GDP in 2017 (of which 
49.9% external), lower than the 68.2% reported in 2016. A fur-
ther decline is expected in 2018, with the debt level reaching 
61.3%, and 58.4% in 2019. 

TABLE 1. Macroeconomic indicators

 2016 2017(e) 2018(p) 2019(p)

Real GDP growth 5.0 5.2 5.5 5.8

Real GDP per capita growth 2.9  3.1 3.4 3.7

CPI inflation 5.5 5.1 5.0 4.6

Budget balance (% of GDP) -1.7 -2.1 -2.9 -2.6

Current account (% of GDP) -5.8 -10.2 -9.5 -8.7

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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Inflation continued to fall reflecting the Central Bank’s com-
mitment to prudent monetary policy. In 2017, inflation stood at 
5.1%, higher than the 3% target set for the year, but lower than 
the 5.5% in 2016. Inflation is expected to further decline to 5% 
in 2018 and 4.6% in 2019, sustained by the fixed exchange rate 
pegging of the dobra to the euro and decline in international 
oil prices. The financial sector in São Tomé and Príncipe faces 
demand side challenges and reflects limited competition. It is 
highly concentrated, with six commercial banks that tend to be 
risk averse, making access to credit difficult. Non-performing 
loans comprise 28% of total loans, and there is a low capital 
adequacy ratio. 

The Government has embarked on several reforms to address 
the country’s structural transformation challenges. These 
include: (i) preparation of a comprehensive strategy to assist 
commercial banks to address the high stock of non-performing 
loans (NPL); (ii) reforming the dobra (STD) with the removal of 
three zeros; (iii) reducing expenditure on goods and services, 
particularly on fuel and on the communication subsidy (30%); 
(iv) reforming the national water and energy company; and (v) 
preparing a multi-sectoral investment plan to integrate climate 
change and disaster risk in management of coastal areas. 

São Tomé and Príncipe’s economy faces several fragility chal-
lenges at various levels. These are: justice and security (limited 
outreach of judicial and legal services); low border protection 
and immigration management capacity; economic limitations 
(narrow export base, constrained financial system, challenging 
business environment, high public debt, infrastructure bottle-
necks); social issues (high poverty, youth unemployment and 
income inequality); and environmental (high exposure to climate 
change, notably coastal erosion). 

MACROECONOMIC POLICY

Fiscal policy 
The Government’s fiscal policy framework remains consist-
ent with the overall macroeconomic framework anchored in 
the three-year (2015-2018) extended credit facility (ECF) pro-
gramme with the IMF. In August 2017, the National Assembly 
approved the revised State budget, estimated at STD 3 160 376 
billion (equal to EUR 128 995 million), representing a 15% 
decline compared to 2016. Meanwhile, capital expenditure was 
programmed at STD 1 558 100 billion (18.8% of GDP) and is set 

TABLE 2. GDP by sector (percentage of GDP)

2011 2016

Agriculture, forestry, fishing and hunting
of which fishing

12.1

5.7

11.8

7.7

Mining and quarrying 
of which oil

0.4

–

0.3

–

Manufacturing 8.9 7.4

Electricity, gas and water 3.1 2.0

Construction 5.4 7.5

Wholesale and retail trade; repair of vehicles; household goods; restaurants and hotels
of which restaurants and hotels

34.3

3.8

31.9

5.8

Transport, storage and communication 15.1 11.8

Finance, real estate and business services 5.9 5.6

Public administration and defence, security 5.0 9.4

Other services * 9.8 12.2

Gross domestic product at basic prices / factor cost 100.0 100.0

* Other services include: Education, health and social work and other services. 

Source. Data from domestic authorities.
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to be financed mostly with external resources (88%), particularly 
grants and loans, with internal resources contributing only 12%.

Preliminary data from the Government indicated that perfor-
mance on current revenue was positive. By December 2017, the 
Government collected 92% of the programmed amount, repre-
senting a 6.8% increase when compared to 2016, driven mainly 
by an increase in tax revenue, particularly in indirect taxes. 
Total revenue and grants is expected to reach 30.2% of GDP 
in 2018 compared to 31.4% in 2017, due to a slight decline in 
tax revenue. Total expenditure in 2017 remains high at 33.4% 
of GDP. By December 2017, the Government spent an esti-
mated STD 2 179 billion (31.3% of GDP), representing 73% of 
the budget. As a result, the overall fiscal balance deficit stood at 
2.1% of GDP in 2017, up from 1.7% of GDP in 2016. 

To address the fiscal challenges and achieve a target of 15% 
of GDP for the tax revenue collection by December 2017, the 
budget proposed a set of measures including; (i) freezing the 
recruitment of new personnel for public administration; (ii) cut-
ting expenditure on goods and services, particularly on fuel by 
30%, and cutting the communication subsidy by 30%; (iii) allow-
ing external missions only when sponsored; (iv) revising mech-
anisms of fund allocation for public investment projects and  
programmes; (v) introducing a value added tax; and (vi) intro-
ducing a property tax. In addition, the Government recog-
nizes the need for further fiscal consolidation in the years 
ahead, as reflected in its intention to limit current expenditure 
increases, notably wage bill growth, by restricting new hiring. 

The implementation of above reforms is expected to increase 
domestic revenue mobilization.

Monetary policy 
The CBSTP has implemented an accommodating monetary 
policy to stimulate the economy, while keeping inflation under 
control. In 2017, inflation declined to 5.1% from 5.5% registered 
in 2016, sustained mainly by the fixed exchange rate regime 
(pegging the dobra to the euro) and reduction in international 
oil prices. This rate is however higher than the Central Bank’s 
target of 3% for the fiscal year 2017. Inflation is expected to fur-
ther slow down to 5% in 2018 and 4.6% in 2019, continuing 
the downward trend of annual inflation from a peak of 12.9% in 
2010, supported mainly by the fixed exchange rate regime.

Taking advantage of the prevailing low inflation rate, the CBSTP 
has opted for an accommodative monetary policy to stimulate 
the economic activity. It reduced its benchmark interest rate to 
9% in June 2017 from 10% observed in March 2017 and main-
tained the liquidity interest rate at 12.5%. As a result, credit 
to the economy, particularly credit to private sector, slightly 
increased by 0.3% in the second quarter of 2017, driven by 
a 1.6% increase in credit to companies and individuals when 
compared to 2016. At sector level, credit for industry and for 
construction increased to 12% and 30.2% respectively, in the 
period under review, against 10.9% and 22.1% observed in 2016.

Poor performance on external asset liquidity of commercial 
banks and limited inflow of foreign aid affected the availability 

TABLE 3. Public finances (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Total revenue and grants
Tax revenue

Grants

Other revenues

30.7

14.2

14.4

2.1

25.1

13.7

10.0

1.5

28.2

15.3

11.5

1.5

31.1

14.0

15.2

2.0

31.4

14.2

15.2

2.0

30.2

14.0

14.2

2.0

29.6

13.9

13.7

2.0

Total expenditure and net lending (a)
Current expenditure

Excluding interest

Wages and salaries

Interest 

Capital expenditure

47.7

19.9

19.2

7.8

6.0

0.7

28.8

30.5

18.0

17.3

8.8

3.5

0.7

12.5

34.3

18.2

17.4

8.9

3.4

0.8

16.1

32.8

17.6

17.1

9.0

3.3

0.4

15.3

33.4

17.8

17.1

8.8

3.4

0.7

15.6

33.0

17.7

17.0

8.8

3.3

0.7

15.4

32.2

17.6

17.0

9.0

3.2

0.6

14.6

Primary balance -16.3 -4.6 -5.3 -1.3 -1.3 -2.2 -2.0

Overall balance -17.0 -5.3 -6.1 -1.7 -2.1 -2.9 -2.6

(a) Only major items are reported.

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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of foreign currency reserves. The amortization of external debt 
and payment of Government’s T-bills were other contributing 
factors. As at December 2017, international reserves stood at a 
robust 4.3 months of imports. Regarding the nominal exchange 
rate, while the dobra is pegged to the euro (EUR 1: STD 24.5), it 
appreciated against the US dollar since the end of 2016, mirror-
ing the depreciation of the US dollar vis-à-vis the euro.

The CBSTP has embarked on several reforms in 2017 aimed 
at bringing efficiency in the financial sector. The law on mone-
tary reform was approved, providing the legal framework for the 
removal of three zeros on the dobra currency and issuance of 
the new notes and coins in January 2018. This was followed by 
the revision of the national payment system legal framework. In 
addition, the CBSTP is also introducing measures to safeguard 
financial stability by starting the preparation of a comprehensive 
strategy to assist commercial banks to address the high stock 
of non-performing loans. The CBSTP also completed a detailed 
assessment of compliance with the Basel Core Principles in 
December 2016, as well as the financial inclusion strategy plan 
in 2015. 

Economic co-operation, regional integration  
and trade 
Concerning regional integration, São Tomé and Príncipe is a 
member of the Economic Community of Central African States 
(ECCAS) and Community of Portuguese Speaking Countries 
(CPLP) and has observer status in the Economic and Mone-
tary Community of Central Africa (CEMAC). Nonetheless, the 
narrow spectrum of tradeable goods and high transportation 
cost caused by its geographic location continues to limit com-
petitiveness in relation to its peers. European countries remain 
the key trading partners, accounting for 86% of the total exports 
and 66% of the total imports. The national long-term develop-
ment framework places great emphasis on the issues related to 

regional integration as it seeks to transform the country into a 
regional hub for trans-shipment and services. In recent years, 
economic relationships through south-south cooperation, nota-
bly with Angola, have significantly increased. 

To comply with the ECCAS membership regulations, São Tomé 
and Príncipe has implemented reforms to enable free move-
ment of people by removing visa requirements for citizens of 
several African and European countries. As a result, the country 
ranked first place out of ten ECCAS member countries in the 
2016 Africa Regional Integration Index (ARII), a joint report pro-
duced by the African Development Bank, African Union Com-
mission (AUC) and the Economic Commission for Africa (ECA). 
Nonetheless, the report also highlighted the country’s low level 
of trade and integration in the region. In terms of cross-border 
trade, São Tomé and Príncipe was ranked 122 in the World 
Bank’s 2017 Doing Business report. 

São Tomé and Príncipe is highly dependent on imports of goods 
and services for private consumption, which continue to create 
a trade imbalance. The current account deficit (including trans-
fers) increased to 10.2% of GDP in 2017 from 5.8% of GDP in 
2016, led by a deterioration in the trade balance, in particular by 
higher imports. Improvement is expected in the current account 
deficit (incl. transfers) to 9.5% of GDP in 2018, supported mainly 
by a decrease of import of goods. Nonetheless, the high mer-
chandise trade deficit is compensated by the increase number 
of tourism arrivals, which grew by 80% from 2010 to 2014. 

As part of the WTO accession, the Government also mod-
ernized its customs administration by implementing the infor-
mation technology (IT) (ASYCUDA) system and updating the 
customs system and procedures with a view to improving the 
efficiency and effectiveness of customs services and the moni-
toring of legal trade. Full integration of the Economic Partnership 

TABLE 4. Current account (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Trade balance
Export of goods (f.o.b)

Import of goods (f.o.b)

-37.3

4.6

41.9

-36.6

4.9

41.5

-33.9

3.6

37.4

-30.8

4.0

34.7

-33.1

4.1

37.2

-33.0

4.1

37.1

-31.8

4.7

36.5

Services -4.3 -4.0 3.3 4.9 2.5 3.0 3.9

Factor income -0.1 1.9 0.9 0.8 0.4 0.2 0.1

Current transfers 18.5 17.0 17.9 19.3 19.9 20.3 19.1

Current account balance -23.2 -21.6 -11.8 -5.8 -10.2 -9.5 -8.7

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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Agreement (EPA) remains a challenge as the country has to 
reduce tariffs on EU-originating products, significantly reducing 
tariff revenue due to EU’s large share in STP’s imports.

Debt policy 
According to national legislation, contracting of public debt 
should be approved by the Parliament on a case by case 
basis. Information regarding the ceilings on both domestic and 
external debt are provided in the budget on an annual basis. 
Total public debt reached 62.8% of GDP in 2017 (of which 
49.9% external), lower than the 68.2% reported in 2016. A fur-
ther decline is expected in 2018, with the debt level reaching 
61.3% and 58.4% in 2019. While the long-term outlook in terms 
of nominal public and external debt is positive, given projec-
tions of a continued downward trajectory until 2037 (reaching 
26.1% and 24.3% of GDP, respectively), the country remains 
at a high risk of debt distress. Under the baseline scenario of 
the 2017 debt sustainability assessment (DSA), the net present 
values (NPV) of the debt-to-GDP, debt-to-exports and debt-to- 
revenue ratios will exceed their respective sustainability thresh-
olds early in the projection period (2018-20), while falling below 
them in the longer run. Debt service indicators remain below 
their thresholds throughout the projection period. Stress tests 
show that external debt sustainability is sensitive to exchange 
rate, exports and fiscal shocks. This points to the need for the 
Government to implement pro-growth policies and diversify 
the country’s economic base, boost exports, improve the busi-
ness environment to promote private sector activity and attract 
more FDI, and implement a prudent fiscal policy to consolidate 
public finances, including sound debt management. Regarding 
domestic debt, the outstanding arrears from the national water 
and energy company (EMAE) to the Angola oil company (ENCO) 
are the main challenge. 

The Government has been making strides to reduce its debt 
level. The restoration of diplomatic relations with China in 2016 
enabled the Government to secure debt relief estimated at  
USD 18.4 million. In addition, there are ongoing negotiations 
with Angola, Brazil and Equatorial Guinea for additional debt 
relief. Last but not least, in 2016, the Government completed 
a debt management performance assessment that recom-
mended the need to improve the debt management recording 
system as well as to undertake and provide detailed information 
on the stock of debt. 

ECONOMIC AND POLITICAL 
GOVERNANCE

Private sector 
São Tomé’s private sector environment remains weak. The 
composition of the sector includes few enterprises focusing on 
trade, commerce and construction. According to private sector 
operators, doing business is difficult and constrained by several 
factors: (i) the domestic banks’ inability to offer revolving credit 
via credit cards; (ii) high operating costs (energy, transport, Inter-
net and human resources); (iii) high interest rates on loans; (iv) 
the dysfunctional judicial system, which makes it difficult to get 
fair mediation in court; (v) credits being offered only on short-
term basis; and (vi) lack of structure that supports the develop-
ment of small and medium-sized enterprises (SMEs). In line with 
the country’s Vision 2030, it is important for the Government to 
create a conducive environment that will allow for investment in 
structural infrastructure projects including the airport and deep-
sea port. Despite the small scope of the local private sector, 
there is potential in the agro-business and blue economy sec-
tors to transform and add value to local products, and to meet 
the needs of local consumption. The tourism industry also offers 
opportunities for increasing the value addition of the country’s 
main crops, coffee and cocoa, as tourists demand high-quality 
products. In order to address the challenges in the business 
environment, the Government has taken several measures, 
including (i) training and evaluation of judges; (ii) revision of the 
regulatory framework to enable the creation of a one stop shop; 
(iii) creation of specialized arbitration centres or domestic courts 
for resolution of domestic and commercial conflicts; and (iv) cre-
ation of the court of appeal.

São Tomé and Príncipe ranks 162 out of 189 countries on the 
2017 Doing Business report, up from 166 in 2016. Improve-
ments are needed in the areas of starting a business (the coun-
try dropped to 35 from 31 in 2016), getting electricity (119 from 
115 in 2016) and trading across borders (122 from 111 in 2016). 
Rankings for registering property (161) and procedures for 
resolving insolvencies (158) also suggest significant efforts are 
required from the Government. 

Financial sector 
The underdeveloped nature of the country’s financial sector 
continues to affect the development of the private sector 
through the limited access to credit. The capital adequacy ratio 
increased to 30% in 2017, from 28% in 2016, well above the 12% 
minimum requirement. There is excess liquidity in the system 
(the ratio of liquid assets to total assets remains above 50%) in 
a context of deteriorating assets. The banking sector faces a 
high volume of NPLs and demand side difficulties with very few 
bankable projects. In addition, the interest rates are prohibitive 
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(around 25%), despite the euro peg’s stabilizing effect on the 
dobra. A well-capacitated credit information system and collat-
eral register would drive the credit market. Financial inclusion 
could be deepened through awareness programmes on finan-
cial access, appropriate communication strategies, trainings on 
the creation of bankable projects, and business incubators in 
several sectors. The CBSTP has taken measures to safeguard 
financial stability and to address the high stock of NPLs by pre-
paring a comprehensive strategy to assist commercial banks. 
Its 2017-2020 strategic plan also aims to update the legal frame-
work for the financial system and raise levels of literacy and 
financial inclusion.

Public sector management, institutions  
and reforms 
Strengthening public sector management in order to improve 
service delivery remains a key priority of the Government. It 
aims to strengthen public administration capacity to improve 
domestic resource collection and bring public debt to a mod-
erate risk level. It also seeks to improve the business envi-
ronment, strengthen budget oversight and transparency and 
improve governance of energy and water resource manage-
ment. The revised budget approved by the National Assem-
bly in August 2017 reflects the Government’s commitment to 
reform and ensuring fiscal consolidation, with several reforms 
implemented in 2017 aimed at increasing revenue collection. 
Other reforms include: (i) preliminary work toward implementing 
a medium-term fiscal framework (MTFF); (ii) the disclosure of 
Government budget information to the public; (iii) implementa-
tion of the financial sector development implementation plan. 
Despite the progress made, the African Development Bank’s 
assessment on the state of the country’s public finance man-
agement (PFM) identified some issues to be addressed, namely: 
(i) weak institutional capacity, including of budget planning and 
execution; (ii) the need to undertake legal framework reforms on 
budgeting, and internal and external auditing functions; (iii) the 
full operationalization of the electronic public finance manage-
ment system (SAFE-e) to cover the Special Autonomous Region 
of Príncipe; and (iv) institutional arrangements and procurement 
complaints review constraints.

São Tomé and Príncipe has nonetheless made some progress 
on governance issues in recent years as reflected in such rank-
ings as the Ibrahim Index of African Governance, which regis-
tered improvements in sustainable economic opportunity and 
human development. Despite declines in the areas of safety 
and the rule of law, and participation and human rights, the 
index gave São Tomé and Príncipe an overall score of 60.5/100 
points, a 2.9 rise from 2006 to 2015, and higher than the Afri-
can average. In terms of safety and rule of law, the country was 
classified in the medium-high band with a score of 61.9 points; 

personal safety received a score of 68.4 points. Although noting 
an improvement in access to public information, the account-
ability score remains low at 38.8. The country ranked 62 out 
of 176 countries on the 2016 Transparency International World 
Corruption Perception Index, rising four places since 2015. The 
improved situation is due to the free and fair Presidential elec-
tions held in July 2016. On the other hand, challenges remain 
in terms of access to information and the funding of political 
parties. 

Natural resource management and environment
São Tomé and Príncipe has a tropical climate with abundant 
rain nine months of the year. June through August is the dry 
season, the gravana, which is accompanied by low tempera-
ture and winds blowing from the south-southwest. The annual 
temperatures ranges between 25°C and 27ºC and annual rain-
fall can vary between 1 000 mm in lowland areas and 7 000 mm 
in the south east of São Tomé. The country has considerable 
resources of superficial water with predominance in the south-
ern area that is the least inhabited. The country has two natu-
ral parks that represent 30% of the archipelago’s surface, for 
a total area of 295 km2. In addition, the country has significant 
potential for value-chain development, notably in agribusiness 
and the blue economy. These have the potential to generate 
higher value added formal wage employment and improved 
living conditions for the population. Nonetheless, the country 
is very vulnerable to the effects of climate change, due to the 
fragility of its ecosystems, its low level of social-economic devel-
opment and its dependence on external aid. Key challenges are 
the rising sea level, intensification of storms that destroy houses 
and fishing canoes in coastal communities, and torrential rains 
that cause floods and landslides. These events are expected 
to have negative impacts on the economy, mainly agriculture 
and fisheries. Climate change is likely to impact negatively on 
crops, thereby jeopardizing food security, and the production 
of cocoa, once the main export crop, is likely to be affected by 
the temperature rise. Serious concerns regarding deforestation 
– and the illegal cutting of trees – stem from the population’s 
dependence on forests to sustain their livelihoods: wood is used 
to build houses and pirogues and produce charcoal. 

São Tomé and Príncipe’s constitution recognizes the protec-
tion of the environment and the country has signed interna-
tional environmental treaties and conventions. Over the years, 
the Government has approved protective legislation in different 
related sectors.

Political context 
The legislative election held in 2014 has brought political stabil-
ity after two decades marked by frequent changes in Govern-
ment. The results of the election gave an absolute majority to 
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the Independent Democratic Action Party (ADI), which has 33 
out of 55 members of Parliament. The new Government has 
drawn up a programme aimed at restoring the people’s confi-
dence in public institutions. A Presidential election was held in 
July leading to a run off in August 2016 in which Evaristo Car-
valho won. The results of both elections further strengthened 
political stability since the President and the Prime Minister are 
both from ADI. Combined legislative and regional elections are 
scheduled in July/August 2018. Despite growing tensions over 
these elections, the political scene remains calm. 

SOCIAL CONTEXT AND  
HUMAN DEVELOPMENT

Building human resources 
São Tomé and Príncipe is on a path to achieving the Sustainable 
Development Goals, especially through national efforts in edu-
cation and health. It was ranked 142 out of 187 countries on the 
2016 Human Development Index. Primary school enrolment has 
continued to increase, reaching 98% in 2016. The adult literacy 
rate averaged 69.5% from 2006-2012, which is higher than the 
African average of 61.8%. Similarly, the gross secondary school 
enrolment ratio averaged 84.6% in the last three years, com-
pared to 54.6% in all of Africa. Nonetheless, tertiary education 
remains a key issue, as there were about 2 000 newly gradu-
ated students in 2017 for integration in the system. Moreover, 
there is still a strong need to build the capacity of civil servants 
and the private sector workforce in a number of areas consid-
ered a priority for boosting economic growth. In response, the 
Government has approved the Education Policy Letter-Vision 
2022 aimed at improving the quality of education. The share of 
public spending on education in the 2017 budget increased to 
15.7% from 12.4% in 2016, reflecting the Government’s efforts 
to invest in priority areas.

The health sector displayed steady progress, with commenda-
ble results in some areas. Infant mortality dropped from 38 per 
thousand live births in 2014 to 36 per thousand in 2016. Maternal 
mortality has also declined from 76 per 100 000 in 2015 to 56 per 
100 000 in 2016. Thanks to its efforts to eradicate malaria, the 
country was a three-time winner of the African Leaders Malaria 
Alliance. The country also made progress in reducing HIV/AIDS, 
with a prevalence of 0.5% in 2015 from 1.5% in 2009, accord-
ing to the National Statistics Institute. Nonetheless, significant 
efforts are required to meet the nutrition-related World Health 
Assembly targets. Water coverage in rural areas was at 53%, 
while in Príncipe the coverage lagged at 15% and sanitation 
stood at 26%, according to a 2016 baseline study by the Afri-
can Development Bank’s Rural Water and Sanitation Initiative.

Poverty reduction, social protection and labour 
São Tomé and Príncipe continues to display a high level of pov-
erty, despite a decline in the relative poverty rate. According to 
2012 data, the latest published by the National Institute of Sta-
tistics, absolute poverty grew to 66.2%, up from 60% in 2010. 
Meanwhile, the relative poverty rate dropped to 49.9% in 2012 
against 53.8% in 2010. The poverty incidence is more visible 
in urban areas than in rural areas. Income inequality as meas-
ured by the Gini coefficient averaged 30.8 from 2010 to 2015. 
Government efforts include the implementation of social net 
programmes, a school feeding programme, and free maternal 
health care. 

Economic growth has provided limited employment opportuni-
ties to citizens. The national unemployment rate stood at 14.5% 
in 2015, while youth unemployment (15-24 years) stood at a very 
high 50%. The shift in growth patterns from agriculture, once 
considered the key driver of the economy and the major source 
of employment, to other sectors such as construction is one of 
the key factors for high unemployment. Despite many years of 
solid growth, the economy has created too few jobs that gener-
ate a sufficiently high output per worker to offer decent wages 
and act as a viable labour market mechanism out of poverty. 
The shift of workers from agriculture to high-productivity sectors 
is generally considered as a path to economic growth, devel-
opment and improved living standards. However, the growth 
pattern thus far in São Tomé and Príncipe has not resulted in 
this structural shift. Meanwhile, a significant proportion of the 
workforce remains in informal employment.

The Government has ratified 22 International Labour Organi-
sation (ILO) Conventions, all of which are in force, except for 
the Maternity Protection Convention that is expected to enter 
into force in June 2018. However, inadequate Government 
resources threaten to hamper their effective implementation, 
particularly in relation to protecting workers’ rights. In terms of 
dispute resolution, extra-judicial conflicts are often resolved by 
the Ministry of Labour; serious cases are usually transferred to 
the Ministry of Justice. 

Gender equality 
São Tomé and Príncipe ranked 142 among 187 countries on 
gender development in the 2016 Human Development Index. 
The Government has adopted a national strategy for gender 
equality and equity, and established the National Institute for 
the Promotion of Gender Equality and Equity (INPG) to imple-
ment it. However, the nature of the INPG places the framework 
outside the political sphere, limiting its ability to influence policy 
and strategy reforms. The Government has failed to appro-
priate adequate funds to the gender strategy, and sectorial 
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strategies and plans of action lack gender affirmative main-
streaming (targeted indicators/results), posing several chal-
lenges. Lack of action to increase women’s empowerment in 
agriculture value chains reinforces traditional roles, with men in 
production and women in selling and distribution in markets. 
Other inequalities persist in women’s participation in decision- 
making bodies and access to education. Women represent 
62.5% of the unemployed urban population (men 37.5%). 
Women are mainly employed in the tertiary sector; they rep-
resent 71% of the unskilled labour force, 94% of the domestic 
sector and 59% of the services or commerce sector. Women 
are traditionally less active in the agriculture sector than men, 
who make up 66% of rural workers. 

THEMATIC ANALYSIS: 
INFRASTRUCTURE FINANCING 

Overview of current infrastructure
Infrastructure development is among the key priority sectors 
outlined in the Government’s Vision 2030, which seeks to trans-
form the country into a maritime hub, financial services centre 
and tourism destination for the Gulf of Guinea. Vision 2030 is 
reflected in São Tomé’s third generation poverty reduction strat-
egy paper 2017-2021. The country’s infrastructure is in urgent 
need of improvement, as poor economic infrastructure hinders 
tourism development and the private sector in general, given 
deficits in transport, including ports and airports, as well as 
energy and water. The country’s challenges are further ampli-
fied by its geographic position and archipelagic nature, with two 
main islands and four islets. 
 
As regards the energy sector, the electricity grids are old and 
inefficient. The country has a total installed capacity of 34.8 
megawatts (São Tomé: 32 MW, and Príncipe: 2.88 MW), of 
which only 20.75 MW (or 58%) are available. Hydroelectric-
ity production is low, with only 2.4 MW. The transmission and 
distribution infrastructure (through underground cable, while 
medium voltage and low voltage networks use overhead cables) 
entails tremendous loss (about 40%) from the generation point 
to the final consumer point. However, the potential of renewable 
energy is high from hydro-power and solar energy. The share of 
renewable energy from hydro plants in installed capacity is only 
2.32 MW, only 750 KW of which is available, due to the fact that 
some turbines are no longer in operation and the only operating 
plant (Contador) is operating at 39% of its rated capacity, due to 
its age (it was installed in 1967).

The limitations in the transport sector amplify the country’s con-
nectivity challenges and isolate the economy of the two main 
islands (São Tomé Island and Príncipe Island). Transport plays a 

key role in the economy, as about 90% of all goods are imported 
and exported using different means of transportation, yet a lack 
of maintenance has seriously contributed to the deterioration of 
the road network. On São Tomé Island, about 120 km of paved 
roads are in relatively good condition, with 41.7% in reasonable 
state, 50% in poor condition and 8.3% deteriorated. On Prínc-
ipe Island, the two major roads, the Southern road (3 km) and  
the road from the city of Santo Antonio to the airport (5 km) 
require improvement.

São Tomé’s telecommunication sector has two companies: 
Companhia Saotomense de Telecomunicação, a joint ven-
ture between the Government and a Portuguese company, 
and Unitel, an Angolan group. Despite the country’s small size 
and small population, mobile phone penetration is very high. 
The market consumes more and more data, as opposed to 
the basic voice service, and is asking for value added services. 
This offers a great potential to accelerate financial inclusion via 
mobile money services, but telecommunication services are 
expensive.

As for the water and sanitation sector, the country’s hydro-
graphic network is composed of 223 streams with an average 
length between 5 to 27 km. The streams, distributed in 116 
watersheds, are born in the mountainous centre and discharge 
at the coast. Exploitable groundwater has been calculated at 
170 million m3 per year. This makes São Tomé and Príncipe rich 
in water resources with total annual exploitable resources of  
970 million m3 (5 525 m3/per capita/year). Nonetheless, about 
38% of the population is still without access to drinking water, 
and 30% lack sanitation. The water loss caused by the inef-
ficient network is estimated at 50% of water withdrawals. 
These challenges are compounded by the lack of an integrated 
approach to water supply, power generation and irrigation.

Financing landscape
The importance of the infrastructure sector is reflected in the 
2017 State budget. About 7.3% of the total budget, estimated 
at STD 3 160 376 billion (EUR 128 995 million), was allocated to 
the Ministry of Infrastructure, Natural Resources, and Environ-
ment to finance projects in the energy sector, construction and 
rehabilitation. As the country is highly dependent on external 
aid to finance its investments projects, capital expenditure in 
2017 was budgeted at STD 1 558.1 billion (18.8% of GDP). Of 
this amount, 88% is set to be financed by external resources, 
particularly grants and loans, with domestic resources contrib-
uting only 12%. In addition, the Government’s public investment 
programme identified two key structural transformation pro-
jects with a high impact for job creation and poverty reduction: 
upgrading the international airport, valued at USD 225 million, 
and construction of a deep sea port costed at USD 310 million. 
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Although the financing of these projects is yet to be secured, 
the Government has expressed interest in implementing them 
through equity financing.

Challenges
São Tomé and Príncipe’s infrastructure sector is confronted 
by several institutional and operational challenges. Its institu-
tional framework is under the Ministry of Infrastructure, Natural 
Resources and Environment (MIRNA). Its institutional capacity 
needs improvement and policies, plans, strategies, rules and 
regulations to guide different sectors are lacking. For instance, 
streamlining the energy sector is a challenge given the fact that 
functions are carried out by four institutions: the power utility 
(National Water and Electricity Company, EMAE), the Minis-
try of Finance, MIRNA, and the regulator (National Regulatory 
Authority, AGER). In the water sector, legal tools are lacking to 
implement integrated water resources management, including 
payment for water permits and licensing. There is a need for 
effective implementation of existing laws, and a few laws require 
an update as they stem from the Portuguese colonial era.

These challenges are aggravated by a judicial system that is 
not well-equipped to efficiently support the private sector. The 
system also lacks credibility, because obtaining an unbiased 
mediation in court is considered difficult, mainly due to a cum-
bersome processing schedule. However, the Government is 
making strides to address these challenges and is in the pro-
cess of creating an arbitration centre to deal with private sector 
disputes. Also, the revision of the public-private partnership 
(PPP) law is at the completion stage.

Policy recommendations
The Government could consider the design of an infrastructure 
master plan. Support from development partners, including the 
African Development Bank, to provide technical assistance and 
training programmes on PPP is critical. The Government could 
also consider taking the Bank’s Partial Credit Guarantees (PCG) 
and Partial Risk Guarantees (PRG) to cover any related risks.


