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EXECUTIVE SUMMARY 
 

Context 

Cape Verde has one of the strongest macroeconomic management performance among Sub-
Saharan African countries. Over the past ten years, Cape Verde’s economy has achieved 
significant macroeconomic results and the Government has implemented major economic and 
financial reforms. The accelerated GDP growth in recent years and major investments in 
human capital will enable Cape Verde to achieve most of the Millennium Development Goals. 
Moreover, the country will continue to successfully implement a series of structural reforms 
with the support of its development partners, in particular the Bank.  
However, Cape Verde’s economy has not escaped the aftershocks of the international 
economic crisis despite the safety nets introduced. The shock waves of the crisis have seriously 
affected the tourism sector, the main engine of economic growth. According to forecasts, the 
economic slowdown will persist in the second half of 2009 and in 2010,  Therefore, the Cape 
Verde Authorities must be prepared for a significant, unanticipated revenue shortfall.  
Consequently, the Government has defined a series of countercyclical fiscal measures in order 
to mitigate the impact of the crisis on economic activities. Despite the exogenous shock it is 
experiencing, Cape Verde has demonstrated its commitment to successfully carry through its 
countercyclical reform measures while pursuing its reform programme.  

General Overview of 
Programme 

The goal of the additional budget support, which is aligned with that of PRSSP-II, is to 
contribute to poverty reduction. Its specific objective is to stimulate growth in the context of 
the international economic crisis, while enabling the Government to maintain its momentum in 
implementing its economic and institutional reform programme. The additional budget support 
will be underpinned by the PRSSP–II as well as the joint matrix of measures as defined by the 
consultative Budget Support Group (BSG).  
The budget support operation consolidates the two components of PRSSP-II, namely: (i) 
strengthening of public finance management and (ii) improving the business climate. 

Programme 
Beneficiaries 

The beneficiaries of the additional budget support are the same as those of the PRSSP, namely 
the Cape Verde population. In the particular context of the international economic crisis, the 
Programme will provide greater support to the Ministry of Finance, Sector Ministries and 
private sector enterprises.  

Needs Assessment 

The Government of Cape Verde is determined to successfully implement the countercyclical 
measures intended to mitigate the repercussions of the international economic crisis. 
However, in view of the scale of the crisis and the need to rapidly implement these measures, 
its own resources will not suffice to close the unanticipated budget gaps.  

Bank Value-Added 
The additional budget support will enable the Bank to assume the role of lead development 
partner as defined in Resolution F/BD/2009/05 of 4 March 2009 concerning the Bank’s 
Response to the Economic Impact of the Financial Crisis. 

Institutional 
Development and 
Knowledge Creation 

The Bank will improve its knowledge of additional budget support operations and the 
programmatic approach.  

Recommendations 

Management recommends to the ADB Board of Directors to:  
(i) approve the additional budget support loan not exceeding EUR 40 million (UA 36.4 

million), broken down into two tranches not exceeding EUR 20 million (UA 18.2 million ) 
on the basis of a programmatic approach, in accordance with the conditions stipulated in 
this report and  

(ii) grant an accelerated distribution period of 14 days to allow the timely disbursement of 
the resources of the first tranche in keeping with Resolution F/BD/2009/05 of 4 March 
2009 concerning the Bank’s Response to the Economic Impact of the Financial Crisis. 
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Table 1 
Updated Results-Based Logical Framework of PRSSP-II Additional Support Budget Support 

Headings in bold, italic letters indicate additional measures in relation to the initial PRSSP II logical framework 
Headings indicated with an asterisk (*) only relate to the initial PRSSP II 

 
Hierarchy of Objectives Expected Outcomes Beneficiaries Performance Indicators Indicative Targets/Time Frames 

1. Goal: Contribute to 
Poverty Reduction 
 

Long-Term Outcomes 
1.1. Improvement in the 
population’s living 
conditions  

Cape Verdean 
population 
 

1.1.1 Incidence of poverty 
Source: INE 

Expected long-term progress 
Incidence of poverty falls from 28% in 2007 to 
24.5% in 2011  
 

2. Objective: 
2.1. Stimulate economic 
growth and transformation. 

2.1.1. Strong, sustainable 
economic growth 

Cape Verdean 
population 

2.1.1.1. Real GDP growth rate  
Source: INE, MF 

The average annual real GDP growth rate is 5% 
between 2008 and 2010 compared to 7.8% in 
2007. 

3. Components Medium-Term Outcomes    
3.1. Consolidate the 
strengthening of public 
finance management 
 

3.1.1. Improvement of 
public debt management 
 

Cape Verdean 
population 
 
 
 
 

3.1.1.1. Ratio (domestic debt/GDP)  
 
3.1.1.2. Cross-debt ratio 
Source: MF 

The domestic debt/GDP ratio remains below or 
equal to 20% in 2010 (19.3% in 2007) 
 
The stock of cross-debt arrears (as a percentage of 
the stock of cross-debt arrears in 2005, i.e. CVE 
5.362 million) falls from 40% in 2007 to 0% in 
2010. 

 3.1.2. Improvement of 
budget planning and 
allocation 

Cape Verdean 
population 
 

3.1.2.1. Macroeconomic model for the 
preparation of the Medium-Term Economic 
Framework (MTEF) 
Source: MF 
 
 
 
 
3.1.2.2. Medium-Term Fiscal Framework 
(MTFF) 
Source: MF 
 
 
3.1.2.3. Macroeconomic Analysis Unit at the 
Ministry of Finance 
Source: MF 

From 2009, a model is used for the MTEF 
 
The 2010-2012 MTEF and the MTSEFs of 3 
priority Ministries are prepared in 2009. 
 
The 2011-2013 MTEF and the MTSEFs of 5 
priority Ministries are prepared in 2010. 
 
Every year between 2009 and 2011, the MTFF 
included in the description of the central 
government budget is submitted to Parliament at 
the same time as the budget law 
 
The Macroeconomic Analysis Unit of the 
Ministry of Finance is operational in 2009.  
 

 3.1.3. Improvement of the 
management and viability 
of the energy sector and 
ELECTRA 

Private 
enterprises; Cape 
Verdean 
population 
 

3.1.3.1. Amount of transfers from central 
government budget to ELECTRA 

The amount of the transfer from the central 
government budget to ELECTRA falls from EUR 
3.8 million to a maximum of EUR 2 million in 
2010 
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Hierarchy of Objectives Expected Outcomes Beneficiaries Performance Indicators Indicative Targets/Time Frames 
 3.1.4. (a) Enhancement of 

effective budget execution 
monitoring/evaluation and 
external control. 
 
 
 
 
 
 
 
 
 
 
 
 
3.1.4. (b) Strengthen the 
internal control of budget 
execution 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Public 
Administration  

3.1.4.1 Systematic use of the project 
monitoring and evaluation systems  
 
 
3.1.4.2.  Effectiveness of conformity between 
social sector budget allocations and the related 
budget execution 
 
 
 
 
3.1.4.3 Duration of external budget execution 
control in any given year 
 
3.1.4.4. Number of internal audits conducted 
by IGF 
 
 
3.1.4.5. Number of internal audit units 
 
Source: MF and PEFA report 

In 2008, the project monitoring/evaluation system 
is used for all projects; a retroactive update of the 
system was carried out for 2007. 
 
Between 2008 and 2010 the percentage of health 
expenditure executed as total central government 
expenditure averages at least 7.5%.  
Between 2008 and 2010, the percentage of 
education expenditure executed as total central 
government budget averages at least 23% per year 
 
The time lapse before the presentation to 
Parliament of the budget execution for a given 
year is less than or equal to 2 years as from 2008 
 
The number of audits initiated by IGF increases 
from 4 in 2009 to 10 in 2010 for the 
municipalities.  
 
Increase the number of units from 2 to 5 by end 
2010 
 

 3.1.5. (a) Broadening of 
the tax base 
 
 
 
 
 
3.1.5.(b) Ease tax burden 
on economic operators 
 
 
 
 

Cape Verdean 
population 
 
 
 
 
 
 Cape Verdean 
population 
 
 
 
Enterprises 

3.1.5.1. General Tax Code 
 
 
3.1.5.2. Law on individual and corporate 
income 
 
 
3.1.5.3. Individual income tax rate 
 
3.1.5.4. Corporate income tax rate  
 
Source: MF  

The General Tax Code is prepared in 2008 and 
submitted to Parliament no later than 2009. 
 
The Law on individual and corporate income is 
prepared in 2009 and presented to Parliament no 
later than 2009. 
 
The individual income tax rate falls from 45% in 
2008 to 35% in 2009. 
The corporate income tax rate is reduced by 5 
percentage points from 2008 to 2009. 

 3.1.6. Strengthen the 
transparency of the public 
procurement system 

Cape Verdean 
Population; 
Public 
Administration; 
Enterprises 
 

3.1.6.1 Implementation of the new Public 
Procurement Code 

ARAP and UGA staff appointed in 2009 
 
The number of Ministries publishing invitations to 
bid in keeping with the new Code increases from 0 
in 2008 to all Ministries in 2010 
 
The UGAC staff is appointed in 2009 
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Hierarchy of Objectives Expected Outcomes Beneficiaries Performance Indicators Indicative Targets/Time Frames 
Standard public procurement bidding documents 
are approved no later than end July 2010. 

3.2 Improvement of the 
business climate 

3.2.1 Improvement of the 
business climate 
 

Private enterprises 
 
 
 
Cape Verdean 
population 
 
 

3.2.1.1 Time required to start a business 
 
3.2.1.2 Cost of starting a business 
 
3.2.1.3. Increased flexibility of the labour 
market 
 
 
 
 
3.2.1.4. Bill on corporate insolvency 
 
3.2.1.5. Cost of dismissing a worker 

The time required to start a business drops from 52 
days to 1 in 2008. 
 
The cost of starting a business falls from 35.7% of 
per capita GDP in 2008 to 20% in 2010 
 
In 2009, the draft new Labour Market Code is 
adopted by the Government and submitted to 
Parliament. 
 
In 2010 the Bill on Corporate Insolvency is 
submitted to the Council of Ministers 
 
The cost of dismissing a worker is reduced from 
93 weeks’ wages in 2008 to [xx weeks] wages in 
2010 

 3.2.2. Improvement of 
capacity and efficiency in 
electric power generation 
and distribution.* 
 

Private 
enterprises; 
Population of 
Santiago Island 
 
Population of 
Praia and the 
Municipalities of  
Calheta, Tarrafal, 
Santa Cruz, and 
Assomada 

3.2.2.1 Electric power generation  
 
 
 
 
 
 
3.2.2.2. Installed power of the Palmarejo 
power plant 
 
3.2.2.3. Outage time 

Electric power generation rises from 125 Gwh in 
2006 to 160 Gwh in 2010 
 
Electricity access rate in Santiago increases from 
61%  in 2006 to 70% in 2010; 
 
Installed power increases from 11 MW in 2007 to 
44 MW in 2010; 
 
Power outage times reduced from 752 hours/year 
in 2006 to 102 hours/year in 2010 

3. Activities/Resources 
- Negotiate, approve and 
sign the loan agreement 
 
- 100% implementation of 
the Project matrix 
measures 
 
-Monitoring, evaluation 
and supervision 
- Audit of the special 
account  

Short-term Outputs 
All the project matrix 
measures have been 
implemented. 
 
 
 
 

Cape Verdean 
population; 
Economic 
operators 
 
Ministries  
 
Administration 
and private sector  
 
ELECTRA 

Number of measures and reforms implemented 
at mid-term of the implementation period and 
at the end of the project. 
 
 

 

Financial Resources:  (Source: DGP/STAD Review, INE,  
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Hierarchy of Objectives Expected Outcomes Beneficiaries Performance Indicators Indicative Targets/Time Frames 
 
Budget Support Operations for 2008-2010  

 (in UA million) 2008 2009 2010 
General Budget Support 

ADF  3.37 0.0 1.63 
Austria 0.3 1.1 1.1 
EU 3.8 4.1 4.1 
The Netherlands 5.5 0.0 0.0 
Portugal 1.2 2.4 2.4 
Spain  2.5 2.5 2.5 
World Bank 6.7 6.7 6.7 

 
Additional Budget Support for 2009-2010 

 (in UA million) 2008 2009 2010 
General Budget Support 

ADB 0.0 18.2 18.2  

ELECTRA, PSI Review, Joint Review Report 
of TFPs on the Joint Matrix) 
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PROPOSAL FOR AN ADDITIONAL BUDGET SUPPORT LOAN FOR THE POVERTY 
REDUCTION STRATEGY SUPPORT PROGRAMME (PRSSP-II)  

 
 
I. INTRODUCTION 
 
1.1 Proposal Objective 
 
1.1.1 This proposal presents the context, economic and technical justification for an Additional 
Budget Support Loan to Cape Verde, which supplements the Poverty Reduction Support Strategy 
Programme (PASRP) II, ongoing since 2008. The additional budget support will make available to the 
Government of Cape Verde a non-concessional loan from the African Development Bank (ADB) 
window for a total amount not exceeding EUR 40 million (i.e. UA 36.4 million).  This amount will be 
disbursed in two equal tranches not exceeding EUR 20 million (i.e. 18.2 million) in 2009 and 2010, 
respectively.  
 
1.1.2 The additional support in respect of the PRSSP II is proposed in a context of Cape Verde’s 
eligibility for ADB resources.  As confirmed in the 2009-2012 Results-Based Country Strategy Paper 
(RBCSP), Cape Verde was ranked as a middle-income country (MIC) by the United Nations in 2008 
and subsequently as a blend borrower by the World Bank, eligible for the resources of the International 
Bank for Reconstruction and Development (IBRD).1  
 
1.1.3 The Government of Cape Verde, through an official request dated 25 June 2009, sought 
additional financial assistance from the Bank to mitigate the impact of the international economic crisis 
on the Cape Verdean economy.  The use of this financial assistance is presented in the Government’s 
Letter of Development Policy (Annex 1) received by the Bank in September 2009.  The ADB window 
resources would enable the Government (Annex 1) to contain the effects of the exogenous shock, in 
particular by ensuring: (i) execution of the budget for the current fiscal year; (ii)  implementation of 
countercyclical measures adopted in response to the crisis; and (iii) implementation of the 2008-2011 
Poverty Reduction and Growth Strategy (PRGS II). Furthermore, through this additional budget 
support, the Bank will assist the Government of Cape Verde in pursuing its economic and institutional 
reform agenda and development strategy, in particular through the modernization of the State 
specifically by rationalizing State structures and building their public resource management and 
control capacity.  
 
1.1.4 The additional budget support is proposed for approval on the basis of an accelerated 
fourteen (14) day release to ensure the timely disbursement of resources, in accordance with 
Resolution F/BD/2009/05 of 4 March 2009 concerning the Bank’s Response to the Economic Impact 
of the Financial Crisis.  
 
 

                                                 
1 It should be noted that the Bank’s credit policy is aligned with that of the IBRD.  Given that the World Bank has officially declared 

Cape Verde eligible for IBRD resources, the country also becomes eligible for ADB resources.  
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1.2 PRSSP-II 
 
1.2.1 PRSSP-II was approved on 22 December 2008 for a total UA 5 million, awarded from 
the resources of the African Development Fund (ADF) window.  PRSSP-II is aligned on the 2008-
11 PRGS II, which draws on the country’s Economic Transformation Strategy (ETS). The ETS focuses 
on four stable and sustainable growth-bearing sectors, while enabling the country to diversify its 
economic base, namely: (i) up-market tourism; (ii) the fisheries sector (export and processing); (iii) the 
creation of a transport hub; and (iv) off-shore financial services and information technology.  
 
1.2.2 PRSSP-II follows on from the actions taken under the previous budget support 
(PRSSP-I) and is in keeping with the Bank’s 2005-2009 RBCSP. Moreover, PRSSP-II is in keeping 
with the joint matrix of measures (Annex 3) prepared by the seven development partners, including the 
Bank, which constitute the consultative Budget Support Group (BSG). PRSSP-II meets the criteria of 
eligibility for budget support as set out in the “Guidelines for Development Budget Support Lending 
(DBSL)”2 (refer to Annex 4). 
 
1.2.3 Disbursement of the ADF Loan in respect of PRSSP-II is scheduled in two tranches 
over the 2008-2010 period.  The first tranche (UA 3.37 million) was disbursed in February 2009. The 
disbursement of the second tranche (UA 1.63 million) is scheduled for early 2010, subject to fulfilment 
of the conditions precedent.  
 
1.2.4 The overall objective of PRSSP-II is to contribute to poverty reduction by stimulating 
economic growth and transformation. The two main components of the programme are: (i) the 
strengthening of public finance management; and (ii) improvement of the business climate. The first 
component aims to consolidate the budget reforms with a view to enhancing the effective preparation 
of the central government budget, the public expenditure chain and public debt management. The aim 
of the second component is to strengthen private sector competitiveness. 
 
1.2.5 The additional budget support for PRSSP-II is proposed to provide urgent additional 
support to Cape Verde. The anchoring of the additional support in PRSSP-II will enable the Bank to 
support and accompany the reforms implemented with regard to public finance management and 
enhancement of the business climate, while providing additional financial resources to help the 
Government mitigate the negative impacts of the international economic crisis. 
 
II. RECENT DEVELOPMENTS 
 
2.1 Political Context 
 
2.1.1 Cape Verdean politics is compliant with a democratic constitution which is bolstered 
by the existence of institutions such as the Supreme Court and Court of Audit. The 2006 
legislative elections confirmed the ruling Partido Africano da Independência de Cabo Verde (PAICV) 
in power with a parliamentary majority. These elections were conducted in a spirit of transparency and 
serenity, and validated by the international community. The last municipal elections in May 2008 saw 
the victory of the opposition party Movimento para a Democracia (MPD) over the PAICV. These 
elections confirm the great stability of the political climate. The next elections are scheduled for 
February 2011.  
                                                 
2 Ref: ADF/BD/WP/2003/182/Rev.1/Approval (15 March 2004).  
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2.1.2 The Country’s governance performance is outstanding. According to the Mo Ibrahim 
Index of African Governance for 2008, the country’s ranking remained unchanged between 2005 and 
2006, at third out of the 48 countries of Sub-Saharan Africa (behind Mauritius and the Seychelles).  
Cape Verde has improved considerably in the “Rule of Law, Transparency and Corruption” category, 
with the country’s score rising by 5.7 points (from 80.4 in 2005 to 86.1 in 2006), thereby ranking first 
among all Sub-Saharan countries in that category. With regard to the level of corruption, according to 
the Transparency International Corruption Perceptions Index, Cape Verde was ranked 47th out of 180 
countries in 2008 – a commendable classification given that only two African countries were ranked 
higher (Botswana and Mauritius). The World Bank governance indicators also show that Cape Verde 
made considerable progress between 2003 and 2008: for the index’s six dimensions of governance, 
Cape Verde is ranked above the 50th percentile out of 212 countries (refer to Annex 11).  
 
2.1.3 In the context of the international economic crisis, the Government has rapidly 
implemented a series of corrective measures to mitigate the social impact of the crisis. Overall, 
the Government has been able to contain the increase in the price of staples.  Moreover, the fiscal 
measures taken by the Government (refer to ¶ 2.3.4) have made it possible to slightly reduce the 
impact of the crisis. However, the economic infrastructure works on Sal Island have had to be 
suspended, increasing the unemployment rate. This situation has heightened social pressure, linked in 
particular to the rising unemployment.  If the economic recovery does not rapidly materialize, 
unemployment is expected to rise, which could rapidly intensify social pressure.  
 
2.2 Economic Context 
 
2.2.1 Cape Verde has one of the strongest macroeconomic management performance 
among all Sub-Saharan African countries.3 Over the past ten years, Cape Verde’s economy has 
achieved outstanding results. The GDP growth rate averaged 8.4% over the 2005-2007 period. This 
strong performance drew from the buoyancy of the tourism sector4, the main engine of growth, and 
was also linked to the over 30% increase in migrant remittances and Foreign Direct Investment (FDI). 
The main investments which have boosted the growth rate are concentrated on the islands of Sal and 
Boa Vista (tourism infrastructure), in Praia, the capital and on the island of Sao Vicente.  Furthermore, 
fiscal policy is characterized by efficient control of public spending, thereby containing both domestic 
and external debt. By pursuing accelerated growth of gross domestic product (GDP) and major 
investments in human capital, Cape Verde will be able to achieve most of the Millennium 
Development Goals (MDGs).  
 
2.2.2 Cape Verde has also made great strides towards its integration into the regional and 
global economies.  Indeed, the country became a member of the World Trade Organization (WTO) in 
2008 and has initiated negotiations with the Economic Community of West African States (ECOWAS) 
aimed at creating a Customs Union, which would subsequently lead to an Economic Partnership 
Agreement (EPA) with the European Union.  
 
2.2.3 The Central Bank of Cape Verde (BCV) is pursuing a prudent monetary policy to 
maintain the Cape Verde Escudos (CVE) peg to the Euro.  Gross official reserves increased from 
2.8 months of imports to 3.9 months between 2005 and 2007, stabilizing thereafter. Inflation averaged 

                                                 
3 For the past three years (2006 to 2008), Cape Verde has obtained, on a scale of 1 (very low) to 6 (very high), a score of 5 for the 

‘macroeconomic management’ indicator, in the Bank’s Country Policy and Institutional Assessment (CPIA).  
4 The tertiary sector represented about 70% of GDP compared to 20% for the secondary sector, and 10% for the primary sector. 
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3.4% over the same period. The peg to the Euro eased the inflationary impact of the international price 
hikes in food and oil products, thereby containing inflation at an average of 6.8% in 2008. The BCV is 
also pursuing a prudent interest rate policy. It should be noted that, in response to the misalignment 
with the EURIBOR rate in mid-2008 which weakened the level of reserves, the BCV gradually 
increased its interest rate by 100 basis points (to 5.25% in October 2008), which led to reflow of 
reserves. 
 
2.2.4 The Government’s prudent but determined approach to implementing its economic 
policies enabled Cape Verde to obtain the support of the International Monetary Fund (IMF) 
from 2006 in the form of a three-year economic Policy Support Instrument (PSI). The sixth 
review under the economic PSI in June 2009 concluded that the economic and financial policies were 
being satisfactorily implemented. All but one of the quantitative objectives were achieved.5 In addition, 
the IMF has granted the Authorities’ request to extend the programme by one year until 2010.  At the 
end of the PSI extension, it is planned to negotiate a new three-year programme to cover the July 2010 
to June 2013 period. 
 
2.2.5 The Government has been able to sustain public debt by managing its economic and 
financial policies. External and domestic debt stocks were 41.5% and 15.85% of GDP respectively at 
end 2008, while external debt servicing only absorbed 4.8% of exports of goods and services.6 Public 
debt management has been further strengthened in recent years, with IMF technical assistance, thereby 
resulting in a more rapid reduction in domestic debt than anticipated under the PSI.  The Government 
is also pursuing its efforts to restructure cross debts with public enterprises.7  
 
2.2.6 Cape Verde’s exposure to the risk of over-indebtedness is low. According to the debt 
sustainability analysis conducted by the IMF in December 2008, even if it is likely that access to 
concessional financing will gradually decline, Cape Verde is only exposed to a low risk of over-
indebtedness. Under the PSI, the IMF has set a ceiling on the amount of non-concessional aid the 
country may contract. The objective of this ceiling is to assist Cape Verde in maintaining a sustainable 
rate of non-concessional debt. The amount of the first tranche of the ADB loan for 2009 (20 million 
Euros) is below this ceiling of 35 million US dollars (about 25 million Euros). For 2010, it is planned 
that the IMF will confirm the amount of this ceiling no later than June 2010, within the framework of 
the new programme that would be concluded between Cape Verde and that Bretton Woods Institution.  
 

2.2.7 Cape Verde’s public finance management system and fiduciary framework have been 
considerably strengthened in recent years. They were assessed in 2008 under the Public Expenditure 
and Financial Accountability (PEFA) assessment.8 This assessment shows that Cape Verde’s fiduciary 
environment is robust: the country has obtained satisfactory ratings overall (refer to Annex 11). 
Regarding the gap between the initially approved budget and total effective expenditure, the PEFA 
assessment underscores the credibility of the budget.9 Compared to parliamentary control, the 
procedures are well-established, in compliance with international good practices and complied with by 

                                                 
5  The unachieved objective concerns the net internal assets of the Central Bank of Cape Verde.  
6 According to the IMF, the level of Cape Verde’s external debt is lower (and its international reserves higher) than most other 

countries whose economies are geared towards tourism. 
7 In particular, the Water and Electricity Company (ELECTRA): the restructuring programme includes a reduction in cross debts and 

tariff restructuring in order to improve its financial management.  
8 The validation workshop was held in December 2008. A second workshop was organized in October 2009 aimed at preparing a 

consolidated public finance management strengthening programme. 
9 For the PI-1 indicator (i.e. total effective expenditure in relation to the initially approved budget), Cape Verde was rated A (refer to 

Annex 11).  
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the Government. However, challenges remain concerning, in particular, the effectiveness of tax 
collection10 and the performance of the internal audit and external control. 
 
2.2.8 Despite sound economic and good 
governance performance, Cape Verde’s 
business climate is below average for Sub-
Saharan Africa (refer to Graph 1). According to the 
World Bank’s 2009 “Doing Business” Report, the 
country slipped from the 137th to 143rd position 
between 2008 and 2009, mainly due to labour 
market rigidities. Indeed, closing a business is a 
complex process because of the absence of 
preventive settlement and receivership 
procedures, on the one hand, and the non-existence of a specific regulatory framework for bankruptcy 
or the liquidation of property, on the other. Regarding labour market rigidities, the estimated average 
cost of dismissing a worker for a company is the equivalent of 93 weeks’ wages. The new Labour Law 
adopted in 2008 has introduced flexibility (such as the non-indexing of wages to inflation and the 
possibility of modifying the clauses of the employment contract). However, the provision which limits 
the use of fixed-term contracts has created further rigidity, which is the reason for the country’s lower 
ranking in the 2009 “Doing Business” Report.  
 

2.3 Repercussions of the International Economic Crisis  
 

2.3.1 The Cape Verdean economy has not escaped the aftershocks of the international 
economic crisis, despite the safety nets introduced by the country thanks to its sound 
macroeconomic management. The impact of the crisis have been particularly severe on tourism, the 
main engine of growth. Tourism revenue fell by 25.5% in the first half of 2009 compared to 2008.  
Furthermore, according to latest government forecasts, FDI will drop by 50% in 2009 compared to 
2008, further undermining the confidence of tourism sector operators.  Indeed, in June 2009, the 
confidence indicator of these operators fell to its lowest level for five years.  Migrant remittances are 
also forecast to fall.11 In addition, weakening external demand has led to a slowdown in growth in the 
services sector, which represents almost 70% of GDP, thereby curtailing employment opportunities.  
 
2.3.2 The slowdown in economic activities is projected to persist during the second half of 
2009. According to latest IMF estimates12, real GDP is only expected to grow by 3.5% in 2009 
compared to the initially estimated 6.8% in the PRGS-II. According to forecasts by the Cape Verdean 
authorities, tourism revene will continue to fall in 2009.  The IMF also forecasts further deterioration 
of the external current account deficit in 2009, leading to a slight fall in reserves.  However, the fall in 
international prices of foodstuff and oil products will help to bring down inflation to 3.4% according to 
IMF estimates.  
 
2.3.3 The economic outlook for 2010 remains uncertain despite a slight recovery in some of 
the indicators. According to the IMF, the GDP growth rate should improve to 4% in 2010, but will 
remain well below the average for the last five years.  Tourism revenue is only expected to increase by 
2% in 2010, compared to the previous year.  

                                                 
10 A major problem is the fact that the five collection centres are scattered over the different islands.  
11 According to the World Bank Study (Outlook for Remittance Flows 2009-2011), migrant remittances to Sub-Saharan Africa are 

forecast to fall by 8.3% in 2009.  
12   “Cape Verde: Sixth Review under the Policy Support Instrument and Request for a one-year Extension of the Policy Support 

Instrument – Staff report; Press release, IMF Country Report 09/198,  June 2009.  

            Source: AfDB Statis tics Department using data f rom Doing Bus iness , WB
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2.3.4 The effects of the crisis have compelled the Government to implement economic 
recovery measures: 
 

 On the one hand, the Government has adopted a series of countercyclical measures 
intended to mitigate the impact of the crisis on economic activities, in particular: (i) 
easing of the tax burden on economic operators, which has led to a fall in revenue of 
about 0.5% of GDP; and (ii) implementation of an expanded Public Investment 
Programme (PIP) to stimulate the economy. The total PIP amounts to CVE 24.8 
billion, including CVE 3.8 billion (2.7% of GDP) for 2009. The PIP comprises 
specific projects aimed at reviving the economy.  For 2010, the cost of the PIP is 
estimated at almost one (1) billion CVE (0.6% of GDP).  

 
 On the other hand,  the Government has undertaken to cut public spending, in 

particular by: (a) reducing current spending, equivalent to 0.7% of GDP in 2009, 
which will be maintained in 2010; and (b) consolidating public finance management 
reforms.  

 
2.3.5 Despite these measures, the budget financing gap is CVE 2.9 billion (2.0% of GDP), 
an additional gap which was unanticipated when the 2009 budget was prepared (refer to Table 2). 
This financing gap is the direct result of the over 40% drop in value-added tax (VAT) revenue and the 
fall in non-tax revenue following the sudden halt to land purchases by foreign investors. It is also 
related to the implementation of the countercyclical measures. The projections indicate that these 
trends will continue and consequently, the financing gap for 2010 is estimated at CVE 2.6 billion (i.e. 
1.7% of GDP).  
 
2.3.6 Despite significant efforts made by the Authorities, the country’s own resources will 
not suffice to close the financing gap. Indeed, the negative impacts of the economic crisis are such 
that the enhanced support of the international community is essential.13 Assistance from development 
partners, in particular the Bank, will enable the Cape Verdean authorities to continue to ensure the 
timely implementation of countercyclical measures, while enabling them to remain on track with the 
reforms and development agenda. Since Cape Verde is now eligible for ADB window resources, the 
Bank will be the lead development partner in assisting the country to close the unanticipated budget 
gap especially for 2009.  

                                                 
13  The Government’s use of its resources at the Central Bank or a borrowing from local banks would lead to a reduction in 

international reserves and increase debt servicing, for domestic debt interest rates are higher than those of the Bank.  
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Table 2 
Budget Gaps to be Financed for 2009 and 2010 

(in CVE billion) a 
2009 2010  

Initial 
Budget 

Revised 
Budget  
(unanticipated 
gap)  
 

Proj. 
 

Total Revenue 45.4 41.3 42.1 
  Of which: investment grants (5.5) (6.6) (6.2) 
Total Expenditure 52.0 54.6 52.0 
  Current Expenditure 31.0 30.0 28.5 
  Investment expenditure 21.0 24.6 23.5 
    Of which: externally financed 
investment expenditure 

(13.9) (16.5) (14.7) 

Deficit -6.6 -13.3 -9.9 
Financing 6.6 13.3 9.9 
  External 4.5 8.3 6.4 
  Domestic 2.1 2.1 0.9 
Financing Gap 0.0 2.9 2.6 
Source: Cape Verdean Authorities, July 2009 

 a Exchange Rate: UA 1 = CVE 121.09 (July 2009) 
 
2.4 Main Constraints and Challenges14  
 
2.4.1 Several structural constraints on the Cape Verdean economy have been exacerbated 
by the crisis, including:   
 

 Its vulnerability to external shocks, related in particular to its insularity and the 
concentration of its economic frame on few growth sectors. Thus, one of the major 
challenges to be addressed in the short term is to rapidly stimulate growth and 
economic diversification.   

 

 Its dependence on external financial resources, related to the poor diversification of 
its economy and lack of natural resources. Indeed, the country is highly dependent 
for its development on tourism revenue and migrant remittances. The latter have been 
directly affected by the international economic crisis. Consequently, the Cape 
Verdean Authorities are now compelled to identify alternative sources of finance, 
including budget aid.   

 

 The poor business climate, offering little inducement to private sector growth. 
Indeed, the crisis has significantly reduced hotel industry and construction sector 
activities. One of the Government’s challenges is, therefore, to create a more 
enabling business environment for both national and international investors in order 
to stimulate and revitalize private sector development.  

 

                                                 
14   Cape Verde suffers from intrinsic vulnerabilities due to its status as a Small Island Developing State (SIDS) as detailed in the 2009-

2012 RBCSP.  
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2.4.2 The country is facing major social challenges. The human development index (HDI) 
ranks Cape Verde 118th out of 179 countries, with a score of 0.705.  Moreover, the unemployment rate 
remains high (17% en 2008), and is especially worrisome among youths aged 15 to 24 (31%). It 
should, however, be noted that the poverty rate fell significantly from 37% in 2001 to 27% in 2007.  
 
III. JUSTIFICATION FOR THE ADDITIONAL BUDGET SUPPORT 
 

3.1 Performance with respect to PRSSP-II  
 

3.1.1 Overall, implementation of PRSSP-II is satisfactory. The progress made under the first 
component of PRSSP-II is presented in Table 3 below.  
 

3.1.2 The Ministry of Finance has placed special emphasis on budget programming by deploying 
the necessary resources to finalize the 2009-2011 Medium-Term Fiscal Framework (MTFF) which has 
led to the preparation of a Medium-Term Expenditure Framework (MTEF) for 2009-2011. It has 
adopted an operational procedures manual and organized training workshops to ensure that the sector 
Ministries prepare their budgets under the MTEF. In addition, the 2010-2012 MTEF and MTSEFs for 
five Ministries15 are being prepared.  Furthermore, the capacity of the Debt Management Unit has been 
built up. The Integrated Budget and Financial Management System (SIGOF) was recently updated to 
improve the tracking of internal and domestic debt operations.  
 

3.1.3 SIGOF has also been updated to include an additional Project Management Database 
(PMDB)16 Module. The PMDB has been updated and all projects for which loan agreements were 
signed since 2007 are now incorporated therein.  SIGOF’s strengthening has also made it possible to 
improve budget planning and execution, as well as speed up administrative procedures17. 
 
3.1.4 The Government has also taken corrective measures to mitigate the risks of budget 
imbalances arising from public enterprises, in particular the Water and Electricity Management 
Company (ELECTRA). A restructuring plan has been initiated which will, among others, lead to a 
considerable reduction of 45% in transfers to ELECTRA, from 2008 to 2009.  
 

Table 3 
PRSSP-II Implementation Status– Component 1 

 
Expected Outcomes Indicative Targets Implementation Status as at 

end July 2009 
Component1: Consolidate the Strengthening of Public Finance Management 

The domestic debt/GDP ratio remains below or 
equal to 20% in 2010 (19.3% in 2007). 

End May 2009 : this ratio 
was17%  

Improved public debt 
management 

The stock of cross-debt arrears (as a percentage 
of the stock of cross-debt arrears in 2005, i.e. 
CVE 5.362 million) falls from 40% in 2007 to 
0% in 2010. 

June 2009: the stock was 23%.  

From 2009, a macroeconomic model is used to 
prepare the MTEF. 

Implemented  
Improved budget 
programming and allocation The 2010-2012 MTEF and the SMTEF of 3 

priority Ministries are prepared in 2009. 
Implemented 

                                                 
15 These are: the Ministry of Environment, Agriculture and Fisheries (MEAP); the Ministry of Education and Human Resource 

Development (MEVRH); the Ministry of Health (MS); the Ministry of Labour, Vocational Training and Social Solidarity (MTFS) 
and the Ministry of Transport and Infrastructure (MIT).  

16 “The Project Management Database (PMDB)” is the terminology used in PRSSP-II appraisal report (ref.: ADF/BD/IF/2008/10) 
17 According to the IMF, the budget execution rate was 92.5%. Adherence to the budget ceiling is partly attributable to sound budget 

monitoring methods.  
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Expected Outcomes Indicative Targets Implementation Status as at 
end July 2009 

Improved management and 
viability of the energy sector 
and ELECTRA 

The amount of central government transfers to 
ELECTRA falls from 3.8 million Euros in 2008 
to a maximum of 2.0 million Euros in 2010 

For 2009: the budgeted amount of 
central government transfers to 
ELECTRA is EUR 2.1 million  

In 2008, the monitoring/evaluation system is 
used for all projects and a retroactive update is 
prepared for 2007. 

Implemented  

Enhanced effectiveness of 
budget execution and internal 
control monitoring/evaluation The time lapse for the presentation to 

Parliament of the budget execution in a given 
year is below or equal to 2 years from 2008. 

Implemented 

The General Tax Code was prepared in 2008 
and presented to Parliament no later than 2009. 

Implemented  

Broadening of the tax base 
 The Bill on Individual and Corporate Income 

Tax has been prepared in 2009 and will be 
tabled before Parliament no later than end 2009.

Ongoing  

 
3.1.5 With regard to the second programme component, the progress made is presented in Table 
4 below. The Government is pursuing its efforts to improve the business climate, in particular through 
the Citizen’s House or one-stop shop, which centralizes all the administrative procedures required to 
start a business. This has led to a significant reduction in the time taken to start and electronically 
register a new business, from 52 days in 2007 to 1 day in 2009.  
 
3.1.6 Furthermore, with regard to the energy sector, the Government is pursuing the 
implementation of an ambitious restructuring plan to enhance the sector’s effectiveness.  The plan’s 
objectives are to lower electricity costs to the private sector as well as for households, and gradually 
phase out the Government’s subsidies to ELECTRA. This restructuring plan has already produced the 
first positive outcomes by improving electric power generation and distribution on Santiago Island.  
Moreover, the Government, through ELECTRA, is continuing to implement a plan to reduce both 
technical and commercial losses (fraud).  

Table 4 
PRSSP-II Implementation Status– Component 2 

Expected Outcomes Indicative Targets Implementation Status as at end July 
2009 

Component 2: Improvement of the Business Climate  
The time taken to start a business falls from 
52 days in 2007 to 1 day in 2008. 

Implemented in 2009 

The cost of starting a business falls from 
35.7% of GDP per unit in 2008 to 20% in 
2010 

Cost in 2009 will be given in the 2010 
‘Doing Business’ report  Improvement of the 

business climate 
In 2009, the draft new Labour Code is 
adopted by the Government and submitted to 
Parliament. 

Implemented 

Electricity generation on Santiago rises from 
125 Gwh in 2006 to 160 Gwh in 2010 

July 2009: electricity generation is 151 
Gwh  

Access to electricity in Santiago is up from 
61% in 2006 to 70% in 2010 ; 

July 2009: the access rate is 64% 

Installed power of the Palmarejo power plant 
rises from 11 MW in 2007 to 44MW in 2010 ;

July 2009: installed power is 24.4 MW 

Improvement of the 
capacity for,  and 
efficiency of electric 
power generation and 
distribution Power outage time on Santiago is reduced 

from 752 hours per year in 2006 to 102 
hours/year in 2010. 

As at July 2009: power outage time on 
Santiago stood at 721 hours/year 
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3.2 Justification for the Additional Budget Support 
 
3.2.1 The Government of Cape Verde has demonstrated its commitment to successfully 
implement the countercyclical measures aimed at mitigating the impact of the economic crisis. 
The Government remains determined to remain on track with its economic and institutional reform 
programme despite the exogenous shock. The Bank recognizes and backs Government’s efforts, in 
particular through this additional budget support in respect of PRSSP-II18. 
 
3.2.2 It should be noted that, in view of its strong, pre-crisis economic performance, the 
Government has already obtained permission from its development partners to reschedule some 
of the PIP projects in order to stimulate economic recovery. This fiscal stimulus has been largely 
financed by concessional loans and lines of credit, principally from Portugal. Moreover, some 
technical and financial partners (TFPs)19 have already indicated their intention to re-allocate certain 
resources, initially intended to finance projects, through direct budget aid. These re-allocations, jointly 
with the Bank’s budget support, will enable the Government to close the budget gap for 2009-2010.  
Furthermore, Cape Verde will very shortly benefit from the technical assistance programmes of the 
Africa Regional Technical Assistance Centres (AFRITAC).  
 
3.2.3 The budget support will ease the fiscal burden and expand fiscal space which is 
necessary to respond to the exogenous shock, the scale of which was not conceivable when the 
PRSSP-II was designed in 2008:  
 

 First, the additional financial resources will significantly help the Government of 
Cape Verde to mitigate the impact of the crisis. The additional budget support will 
help to close the budget gaps of about CVE 5.5 billion for the 2009-2010 period.  

 
 Second, this budget support will assist the Government of Cape of Verde in pursuing 

its structural reform agenda and long-term development strategy despite a more 
difficult economic situation. These reforms are primarily aimed at rationalizing 
central government structures and building their public finance management and 
control capacity.  

 
 Third, the additional budget support will enable the Bank to strengthen its 

commitment to a regional member country (RMC) which has achieved one of the 
strongest economic performance of the continent. This increased commitment is a 
reflection of the privileged partnership between Cape Verde and the Bank.  

 
Operational Objectives 
 
3.2.4 The goal of the additional budget support, which is aligned on PRSSP-II, is to 
contribute to poverty reduction. Its specific objective is to stimulate growth in the context of the 
international economic crisis, while enabling the Government to maintain its economic and 
institutional reform agenda.  This additional budget support will help the Government to implement the 
countercyclical fiscal measures intended to revive the economy, as defined in its Letter of 
Development Policy (Annex 1), while providing additional support to certain economic reforms. The 
additional budget support is also aligned on the joint matrix of measures under the consultative BSG.  
                                                 
18 Ref: Board Document: The Bank’s Response to the Impact of the Financial Crisis (ADB/BD/WP/2009/27) of 23 February 2009. 
19 In particular, the European Commission and Spanish Cooperation.  
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3.2.5 The additional budget support is also in keeping with the new RBCSP for the 2009-
2012 period. It provides added support to the two components of PRSSP-II, namely: (i) the 
strengthening of public finance management and (ii) improvement of the business climate. It is based 
on the Operations Policy Matrix (Annex 2) as defined under PRSSP-II. It should be noted that this 
matrix has been adapted to include complementary actions under the additional budget support, by 
mutual agreement of the Government and the Bank during the mission organized by the latter to Cape 
Verde from 6 to 22 July 2009.  
 
Expected Outcomes 
 
Component A. Strengthening of Public Finance Management 
 
3.2.6 This component will enable the Government to strengthen public finance 
management, while focusing on measures in response to the economic crisis. In the current context, 
public finance management is a priority to ensure optimal utilization of public resources.  Thus, the 
complementary measures proposed under this first component are intended to buttress Government’s 
efforts to implement the countercyclical budget measures. 
 
3.2.7 The repercussions of the crisis have sensitized the Government to the imperative need 
to strengthen macroeconomic and strategic planning projections. The Bank, through the additional 
budget support, will support the restructuring of the Ministry of Finance in particular by 
operationalizing the unit dedicated to macroeconomic studies and analyses, including medium-term 
fiscal frameworks. The Government has already carried out an administrative rationalization and a full 
diagnosis of the Ministries’ Directorates. These made it possible to identify redundant structures and 
define new draft organization charts for four ministries, namely those of finance, the  environment, 
rural development and maritime resources; infrastructure, transport and telecommunications; and 
education and higher education.  
 
3.2.8 In view of the slowdown in domestic demand, the Government has eased the tax 
burden on economic operators in order to revitalize economic activity The Bank will support the 
Government in its efforts to revive consumption and facilitate job creation.  To that end, the targeted 
measures include: (i) a reduction in corporate income tax; and (ii) a reduction in the tax rates for 
individual income. The tax rate on corporate income was reduced by five hundred basis points in 2009 
across-the-board, which will lead to a fall in business operating costs. This measure will enable 
businesses to consolidate their financial balances and limit redundancies. They would also be able to 
resume stocking goods, thereby generating positive externalities. The reduction in the individual 
income tax rate from 45% in 2008 to 35% in 2009 is intended to revive domestic demand. Thus, the 
Bank’s support will enable the Government to contain the fiscal losses as a result of the easing of the 
tax burden.  
 
3.2.9 Another government priority is to operationalize the new Public Procurement Law. 
The budget support will support the Government in operationalizing the new public procurement 
system during the period covered by the programme.  In that regard, the Government intends to: (i) 
create a centralized structure, the Public Procurement Regulatory Agency (ARAP), which will be 
responsible for regulation, supervision and control; (ii) establish the Central Procurement Management 
Unit (UGAC) at the Ministry of Finance which will be responsible for coordinating the public 
procurement process for each sector Ministry; (iii) create procurement management units (UGAs) at 
each sector Ministry responsible for the technical aspects of public procurement; and (iv) prepare 
standard bidding documents that will be used throughout the public administration. With regard to 
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ARAP, appointments to the Board of Directors were approved in August 2009.  Furthermore, the 
training programme for the technical staff of ARAP, UGAC and the UGAs has begun and will be 
completed in December 2009.  Once these institutional organs have been operationalized, all the 
Ministries will be required to publish their invitations to bid as from 2010.  
 
Milestones (for measuring progress): (a) appointment of ARAP staff; (b) appointment of staff of 
UGAC and UGA; and (c) adoption of standard bidding documents for government contracts in 2010.  
 
3.2.10 The Government has also undertaken to strengthen the internal control system. One 
of the weaknesses identified under PEFA is that internal audits do not cover the management of risks 
related to the use of some central government resources, in particular those of diplomatic missions, 
municipalities and social institutions20. Moreover, not all the Ministries allow for operational internal 
audit units. In this context, the additional budget support will back the authorities’ efforts to improve 
the quality of internal audits, in particular, an increase in the number of internal audit units.  
 
Milestones (for measuring progress): increase in the number of internal audit units from 2 to 5 by end 
2010.  
 
Component B. Improvement of the Business Climate for Private Sector Development 
 
3.2.11 The international economic crisis has resulted in a significant slowdown in Cape 
Verdean private sector activities. Thus, under the additional budget support, this second component 
will enable the Bank to support the Government in its efforts to improve the business climate in order 
to revitalize the private sector.  
 
3.2.12 The business climate in Cape Verde remains restrictive. One of the main constraints is 
related to the legal framework which is not sufficiently conducive to the creation of a competing and 
competitive environment.  In this context, through the additional budget support, the Bank will 
strengthen its support to the Government in defining a bill on businesses in distress for submission to 
the Council of Ministers. This law will define the legal framework for businesses in distress which will 
include preventive settlement, receivership and bankruptcy or liquidation of property.  
 
3.2.13 The current labour market regulations are considered too rigid for employers. The 
World Bank’s 2009 ‘Doing Business’ report ranks Cape Verde 169th (out of 181 countries) in the 
category measuring the difficulty of dismissing workers, which inhibits their mobility. Moreover, the 
estimated cost of dismissing a worker borne by businesses, averages the equivalent of 93 weeks’ wages 
- which is considerably higher than the low income countries of the region such as The Gambia (26 
weeks’ wages), Senegal (38 weeks’ wages), or Guinea Bissau (87 weeks’ wages). Through the 
additional budget support, the Bank will support the Government in its efforts to introduce more 
flexibility into the labour market in a context of social consultation.  
 
Conditions Precedent to the Additional Budget Support in respect of PRSSP-II  
 
3.2.14 Disbursement of the Additional Budget Support (ADB loan) is subject to the 
implementation of certain triggers as presented in Table 5  below.  
 

                                                 
20 The institutions include hospitals, education centres and social security. 
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Table 5 
Triggers for PRSSP-II Additional Budget Support 

 
Disbursement Triggers for the Additional Budget Support  
A. Conditions related to the First Tranche(2009) 
The first trigger for the disbursement of the first tranche is the restructuring of the Ministry of Finance.  
Justification: this restructuring should build the capacity of the Ministry of Finance, especially in (i) 
macroeconomic analysis and forecasting; (ii) financial resource mobilization; and (iii) strategic planning.  
The second trigger for the disbursement of the first tranche is the across-the-board reduction of at least 5 
percentage points in corporate income tax.  
Justification: the reduction in corporate income tax is intended to improve the business climate in the context of 
a slowdown in activities as a result of the impact of the international economic crisis.   
Disbursement Triggers for the Additional Budget Support  

B. Conditions Related to the Second Tranche(2010) 
The first trigger for disbursement of the second tranche is the validation of the Medium-Term Expenditure Framework (MTEF) 
Justification: the MTEF will allow the allocation of central government resources on a multi-year basis.   

The second trigger for the disbursement of the second tranche is the consideration of the Medium-Term Fiscal Framework (MTFF), 2010-
2012 
Justification: the MTFF is a key element to allow the Government to allocate available resources on a multi-year basis.   

The third trigger for the disbursement of the second tranche is the updating of the Project Management Database (PMDB) for 100% of 
projects, the Loan Agreements of which were signed in 2008 and 2009, and a retrospective update of the said data base for 2007.  
Justification: the update of the PMDB aims to improve the monitoring/evaluation of budget execution.  

The fourth trigger for the disbursement of the second tranche is the preparation of the bill on dealing with businesses in distress.  
Justification: business law in Cape Verde is affected by a legal vacuum on how to deal with businesses in distress. The preparation of a bill 

on corporate insolvency will be a major contribution to improve the business climate.  

 
3.3 Beneficiaries of the Additional Budget Support 
 
3.3.1 The beneficiaries of the additional budget support are the same as those of PRSSP-II, 
namely the Cape Verdean population. In the context of the international economic crisis, the additional 
budget support will provide particular assistance to the Ministry of Finance, the sector Ministries and 
private sector businesses.  
 
3.4 Gender Impact 
 
3.4.1 With regard to gender, the gender-specific human development index (GSHDI) and the 
HDI, 0.723 and 0.705 respectively in 2008, confirm a comparable situation for both men and women in 
relation to basic capacity.  The Government has prepared a 2005-2009 Gender Action Plan aimed at 
ensuring more appropriate gender policies, greater cohesion in the actions of different actors, in 
particular those stemming from civil society, establishment of a monitoring/evaluation system and 
conduct of studies on social dynamics and gender disparities. 
 
3.4.2 The Government’s implementation of its Gender Action Plan will be facilitated by PRSSP-
II and the additional budget support, by encouraging budget viability and enhancing the effectiveness 
of public spending. On the other hand, by focusing on private sector development, the additional 
budget support will benefit women in particular. This situation has arisen because in recent years, 
women have increased their participation in production activities, especially tourism, cottage industries 
and petty trading 
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3.5 Environmental Impact 
 
3.5.1 In conformity with the Bank’s Environmental and Social Assessment Procedures (ESAP), 
this additional budget support is classified in Category 3 as is PRSSP-II. Implementation of the 
proposed complementary measures will not produce any negative environmental impact.  
 
IV. IMPLEMENTATION, MONITORING AND EVALUATION 
 
4.1 Institution responsible for implementing the Programme: the Ministry of Finance has 
overall responsibility for implementing the additional loan as well as the PRSSP. 
 
4.3 4.2 Audit: loan resource utilization will be audited using the country’s systems and 
structures, especially the Auditor-General’s Office. The Government undertook to submit the country’s 
annual financial statements to the Bank before the end of the year following the budget execution. 
However, the Bank reserves the right to require an audit of the Special Account by an independent firm 
following disbursement of each tranche of the additional budget support, in order to insure that the 
loan resources are used in accordance with their purpose and the regulations in force.  
 
V. LEGAL INSTRUMENT 
 
5.1 Legal Instrument 
 
5.1.1 Two (2) Loan Agreements21 between the Republic of Cape Verde and the African 
Development Bank will be prepared in respect of the 2009 and 2010 tranches respectively, in the 
context of a programmatic approach, for a total amount not exceeding EUR 40 million (UA 36.4 
million). Each Loan Agreement shall not exceed EUR 20 million (UA 18.2 million). 
 
5.1.2 Regarding the second Loan Agreement for 2010, the final amount is subject to 
confirmation by the Ministry of Finance that the EUR 20 million and all other non-concessional loans 
contracted until then in 2010 are below the indicative non-concessional debt threshold that the country 
would likely contract for that year. The confirmation shall come by way of a letter from the Minister of 
Finance.   
 
5.2 Conditions Associated with the Bank’s Intervention  
 
A. Conditions Precedent to Effectiveness of the Loan Agreements 
 
5.2.1 The effectiveness of each Loan Agreement shall be subject to fulfilment by the Borrower 
of the conditions set out in Section 12.01 of the General Conditions Applicable to Loan Agreements 
and Guarantee Agreements of the African Development Bank.  
 
5.2.2 Prior the disbursement of each loan, the Borrower shall communicate to the Bank the 
references of the special bank account opened in Euro into which PRSSP-II resources are currently 
transferred.  
 

                                                 
21 Although only one loan is involved, provision has been made for each tranche to be subject to an Agreement with specific disbursement conditions 
attached. This loan division modality is legally acceptable, the only imponderable remaining their introduction into SAP under the same number. 
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B. Conditions Precedent to Disbursement of the First Tranche in 2009 
 
5.2.3 The obligation on the Bank to release the loan disbursement is subject to effectiveness of 
the Loan Agreement and fulfilment by the Borrower of the following conditions:  
 

(i) Satisfactory conclusion of the sixth economic PSI review by the IMF 
 

 Evidence required: Related IMF press release  
 

(ii) Adoption by the Council of Ministers of the restructuring of the Ministry of 
Finance (refer to 3.2.7). 

 
 Evidence required: a letter from the Minister responsible for the Council of 

Ministers confirming the restructuring of the Ministry of Finance and 
describing the responsibilities of the Macro-economic and Statistics Monitoring 
Unit (CSMS). 

 
(iii) Adoption by the Council of Ministers of a reduction of at least five percentage 

points in corporate income tax (refer to ¶ 3.2.8). 
 

 Evidence required: (a) a letter from the Minister of Finance including a 
translation of the paragraph of the Finance Bill concerning a five percentage 
point corporate tax reduction across the board; and (b) a copy of the Finance 
Bill reproducing the text concerning the five percentage point corporate tax 
reduction across the board.  

 
C. Conditions Precedent to Disbursement of the Second Tranche in 2010. 
 
5.2.4 The obligation on the Bank to release the loan disbursement is subject to fulfilment by the 
Borrower of the following conditions: 
 

(i) Provide the Bank with validation of the Medium-Term Expenditure Framework 
(MTEF) in 2009 by the Ministry of Finance;  

 
 Evidence required: (a) a translation of the circular from the Ministry of Finance 

certifying the validation of the MTEF; and (b) a physical copy of the MTEF. 
 

(ii) Provide the Bank with evidence of consideration of the Medium-Term Fiscal 
Framework (MTFF) 2010-2112 by the Council of Ministers in 2009;  

 
 Evidence required: (a) a letter from the Minister in charge of the Council of 

Ministers indicating that the draft 2010 budget, including the MTEF, was 
considered by the Council of Ministers, and (b) a physical copy of the MTFF. 

 
(iii) Provide the Bank with evidence of updating the Project Management Data Base 

(PMDB) for 100% of the projects, the loan agreements for which were signed in 
2008 and 2009 and a retrospective update of the said base for 2007.  
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 Evidence required: (a) a letter from the Ministry of Finance certifying that the 
PDMB project files include all projects for which loan agreements were signed 
in 2007, 2008 and 2009.  

 
(iv) Submission by the competent Minister(s) to the Council of Ministers of a Bill on 

dealing with businesses in distress (refer to ¶ 3.2.12). 
 

 Evidence required: (a) the letter transmitting the Bill to the Council of 
Ministers; (b) a copy of the draft Bill on dealing with businesses in distress to 
be submitted to the Council of Ministers.  

 
(v) Satisfactory Conclusion of the Seventh Review of the economic PSI by the IMF 

 
 Evidence required: related IMF press release. 

 
D. Compliance with Bank Group Policies  
 
5.2.5 This programme is in compliance with the Bank’s Guidelines on Development Budget 
Support Lending (2004) and is also aligned on the Governance Strategic Directions and Action Plan 
for 2008-2010 (2008).  
 
VI. RISK MANAGEMENT 
 
6.1 The vulnerability to external shocks and the impact of the slowdown of the global economy 
could weaken the Government’s resolve to implement the countercyclical measures.  
 

 Mitigation: close contacts with the IMF will enable the Bank to carefully monitor 
such an impact and engage in concerted dialogue on how to adapt to the global 
economic situation.  

 
6.2 Though the legislative elections are not due until 2011, the Government could relax 
discipline as the election date approaches.  
 

 Mitigation: Continuing dialogue between the Government and the TFPs, including 
the Bank, should prevent any relaxation of discipline.  

 
6.3 The country lacks institutional and administrative capacity in public administration which 
could result in slippage on the implementation of the economic reform programme.  
 

 Mitigation: The Government is implementing capacity building programmes with 
assistance from the Bank and other development partners. Furthermore, the 
Government has stepped up its efforts to sensitize the donor community on the need 
to build capacity in the medium-to long term.  
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VII. RECOMMENDATION 
 
7.1 Management recommends to the ADB Board of Directors to: (i) award the Republic of 
Cape Verde an additional budget support not exceeding 40 million Euros, in two equal tranches not 
exceeding 20 million Euros based on a programmatic approach, in line with conditions set forth in this 
report; and (ii) agree to an accelerated distribution period of 14 days to ensure the timely disbursement 
of resources in accordance with Resolution F/BD/2009/05 of 4 March 2009 concerning the Bank’s 
Response to the Economic Impact of the Financial Crisis. 
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Letter of Development Policy   
 

 
REPÚBLICA DE CABO VERDE 
MINISTÉRIO DAS FINANÇAS   
A MINISTRA 
 
 
 
Ref. No._508/GMF/2009 
 
Donald Kaberuka, President   
African Development Bank  
B.P. 323 TUNIS 
Tunisia 
 

Praia, September 17,2009 
 
 
SUBJECT :  Letter of Development Policy for an additional budget support loan to 

the existing program to support the poverty reduction and growth 
strategy (PASRP II) 2008-2010 

 
1. On behalf of the Government of Cape Verde (GOCV), I hereby request the 
approval of an additional budget support loan of up to EUR 40 million for the fiscal years 
2009 and 2010. This loan will support notably the ongoing implementation of our economic 
and institutional reform program in the face of the current international economic crisis.  
 
2. Our current reform agenda aims to maintain macroeconomic balance as well as 
strengthen and consolidate the modernization of our public administration. This agenda is 
fully in line with our Growth and Poverty Reduction Strategy Paper (GPRSP II). The 
GPRSP II 2008-2011 is in itself a continuity from the earlier GPRSP I 2004-2007. The 
Government’s reform program is also supported by a three-year IMF Policy Support 
Instrument (PSI), which has recently been extended.  
 
3. This letter reaffirms the commitment of the GOCV to consolidate and pursue its 
ongoing reforms in the face of the international economic crisis. We will continue to strive to 
meet our long-term objective, which is to reduce poverty through sustainable economic 
growth and development, whilst endeavoring to strengthen and develop competitive 
advantages of our economy.  
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Context 
 
4. Cape Verde is on track to meeting the Millennium Development Goals (MDGs) by 
2015. With sustained economic growth and significant investments in human capital, there 
has been solid progress on social indicators and on the MDGs. The reduction in poverty since 
1990 has been complemented by significantly increased access to education and health care. 
Our literacy rate is 79% (84% in urban areas and 74% in rural areas), and - while it still varies 
by gender (72 % for women and 87 % for men) - we have achieved parity for girls and boys 
in school enrolment. Infant mortality has been reduced from 45 to 25 per 1,000 live births 
since 1990, while maternal mortality has also declined as births attended by skilled health 
personnel.  
 
5. Cape Verde’s economic performance has improved substantially over the last 
decade. Real GDP average growth rates betwee 2005 to 2007 was 8%. In 2006 the economy 
grew more rapidly than anticipated with attaining a GDP growth rate of 10.8%. The drivers of 
growth were principally strong public and private investment (in particular foreign direct 
investment), directed largely towards infrastructure development, tourism, and the 
telecommunication industry. Furthermore this growth was also stimulated by a continous rise 
in remittances.  
 
6. Monetary policy has focused on strengthening the sustainability of the exchange 
rate peg to the Euro by building up international reserves and ensuring price stability. This 
coupled with other factors (FDI, exports), led to an increase of international reserves from 2.8 
to 3.9 months of imports from 2005-2007. At the same time, an average inflation of 6,8% in 
2008 reflected the rapid increase in prices due to the impact of high international oil prices on 
domestic energy and water prices as well as the effect of temporary shortages for some food 
items. 
 
7. Fiscal policy has been very prudent and consistent with macroeconomic stability 
and debt sustainability. Due to strong revenue performance from both income and value 
added taxes (VAT) as well as greater control of expenditures; the 2008 fiscal deficit was 
reduced to 1.2 % of the GDP in comparison with 6.3% in 2005. At the same time, significant 
progress has been made in terms of debt management. Since 2005, total central Government 
net debt and guarantees to GDP have declined from 87% to 57% in 2008. 
 
Impact of the economic crisis and the Cape Verdean response 
 
8. This positive macroeconomic environment has now been destabilized by the 
impact of the international economic crisis. The engine of our economic growth, the tourism 
industry, is particularly hard hit. Tourism revenues have fallen by 26% in the first quarter of 
2009 in comparison with the same period in 2008. In parallel, for the same period, FDI has 
decreased by 64%.  
 
9. Indicators show that the economic slowdown will persist over the second half of 
2009, leading to a revised growth rate of 3-4% instead of the 6.8 % that were initially 
projected in the GPRSP II. Furthermore the forecasts for the year 2010 are extremely 
uncertain. Even though, growth might stabilize at 4% it will still be well below the last five 
years and tourism revenues are expected to fall by 10%. Thus the government fiscal stimulus 
is crucial to support confidence, however is certainly not sufficient to stimulate a widespread 
economic recovery.  
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10. Due to this impact, we have adopted a series of counter-cyclical fiscal measures. 
These include reducing the fiscal burden for all economic operators as well as the continuous 
implementation of our public investment program (PIP). In the context of the crisis, we 
adapted this program to rapidly kick-start the economy. The strong impacts of the economic 
crisis on external inflows of private capital, namely FDI and tourism exports have propagated 
to all sectors of the economy. This has required a significant and rapid intervention by the 
public sector in order to mitigate the risks to the economy as a whole. In fact, since 80% of 
FDI in Cape Verde is channelled to the development of tourism infrastructures, the sector that 
has suffered the biggest blow is construction. In this regard, the fiscal stimulus measures, 
approved by the Government, are working on both supply and demand. On the supply-side, 
the Government has approved a 5 percentage point reduction on the tax burden with the 
objective to stimulate investment and consumption. On the demand side, the investment 
program, approved on the 2009 budget, was increased by 20%, with 100% focus on 
infrastructure development, namely on the transport and energy sectors. This has allowed for 
the absorption of labour that had to be let off due to the sharp decrease of FDI.  
 
11. At the same time, we have introduced significant cuts to our recurrent 
expenditures. In 2009 these cost-reduction measures represent almost 0.7% of GDP and we 
will continue with these measures in 2010. We are by all means determined to maintain the 
pace of our economic and institutional reform program.  
 
12. The commitments that we have taken with the IMF under the Policy Support 
Instrument (PSI) since 2006 are also an integral part of our reform program. Indeed, the IMF, 
who has recently carried out the sixth PSI review, states that seven out of the eight 
quantitative assessment criteria have been met and steady progress was made in implementing 
the structural benchmarks. In this context we would also like to reiterate our commitment to 
respecting the IMF ceiling on the contracting of non concessional external debt for all loan 
operations.   
 
13. Despite our efforts to contain the impact of the crisis and maintain fiscal stability, 
we are confronted with a non–anticipated budgetary gap of CVE 2.9 billion for 2009. This 
represents almost 2.0% of our GDP. Since our own resources are insufficient to cope with our 
financing needs, we require the support of our development partners, including our privileged 
partner the African Development Bank to help us re-stabilize our economy and pursue the 
implementation of our reform program.  
 
14. The additional loan that we are requesting from the AfDB will enable us to pursue 
the implementation of our reform agenda. The latter will allow us to progressively meet our 
long-term development objective, which is the reduction of poverty, as stipulated in our 
GPRSP II.  
 
15. Cape Verde has made huge strides in the implementation of its GPRS II over the 
last two years. With the support of the AfDB and other development partners, we will 
continue our efforts in supporting the following pillars:  
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Good Governance  (part of Pillar I “Government Reform” of the GPRSP II) 
 
16. Our achievements during the recent years in the area of economic and financial 
governance, notably: 
 

(i) Setting up, under the aegis of the Operational Nucleus for the Information 
Society (NOSI), a fully operational Integrated Financial Management and 
Information System (SIGOF) in the national government and the largest 
municipalities;  

 
(ii) Timely transmission of State General Accounts to Parliament on a 

quarterly basis and publication of the 2009 Budget on the Government’s 
website;  

 

(iii) Approval of Organic Laws for control functions and strengthening of the 
Court of Auditors;  

 
(iv) Introduction of a Medium Term Expenditure Framework (MTEF) in our 

budgetary preparation system. Additionally we use a number of Medium 
Term Sectoral Expenditure Frameworks (MTSEF) within key line 
Ministries (including Education and Social Protection). We expect that 
these measures will lead to further improvements in: a) prioritizing 
programs and projects that directly contribute towards the GPRS objectives 
and the sectoral objectives; b) budgeting of programs and projects 
according to resources that can be mobilized; c) medium term budget 
allocation according to priorities in order to reach the established 
development targets. 

 
17. We are aware that the success of GPRS II will depend on our continued focus on 
good governance. Hence, the GOCV intends to pursue financial management reforms as 
follows: (a) oversight of fiscal risks at the sub-national level; (b) oversight of contingent 
liabilities related to public sector entities; (c) increasing the effectiveness and coverage of 
internal controls ; (d) enhancing the scope, content and follow-up of external audits conducted 
through the Tribunal das Contas.  
 
18. We intend to further focus on the effectiveness of our economic policies especially 
the pro-poor ones. In this context, we aim to accelerate our reforms within the public 
administration. We have already carried out a full diganostic of our Minstries (including the 
units and divisions therein) in order to ensure optimal use of human resources and enhance 
public service delivery. Indeed, the Ministry of Finance is currently being restructured to 
ensure that we give adequate attention to strategic planning, macroeconomic forecasting and 
resource mobilization.  
 
19. Furthermore, we are expanding capacity building programs for the civil servants 
and enhancing manpower management skills. Particular emphasize will be in the area of 
information systems, communications technologies. We will continue with the 
implementation of the E-governance Action Plan under the coordination of NOSI 
(Information Technology Operational Unit). One of our objectives in this area is an integrated 
payroll and human resources database managed by the DGAP from the State Secretariat for 
Public Administration (human resource components) and the DGTCP in the Ministry of 
Finances (salary components). Deconcentration of some of the elements related to salary 
calculation has already started in all Ministries.  
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20. In terms of modernizing our procurement practices and bringing them at par with 
international standards, our Parliament has adopted a new Procurement Law. The regulating 
authority was created by the Council of Ministers at end of December 2007 and the 
procurment rules and porcedures were approved in December 2008. The members of the 
administrative board of the new Agency for the Regulation of Public Tenders (ARAP) have 
been nominated and an information system for its management, within the existing SIGOF, is 
presently been developed. We are presently in the process of setting up procurement 
management units (UGAs) in sector ministries to conduct procurement transactions at this 
level. The Governement is now working towards comprehensive national procurement 
capacity development.  
 
21. We are in the process of enhancing our decentralized structures with particular 
focus on budget decentralization. The establishment of a Fund for Financing Municipalities 
(FFM) will ensure a more equitable distribution of resources. The law on local finances is 
presently been discussed in parliament: it will a) enhance regional coordination without 
creating more structures; b) clarify roles and responsibilities not only through the law but via 
concrete transfers agreements/decisions; and (c) address such issues as land sales regulation, 
municipalities’ arrears, and accountability. 
 
22. For the past years, the Government has demonstrated full commitment to 
strengthening Public Finance Management (PFM) and has made progress towards a modern 
public finance management system by adopting several key reforms. The Government plans 
to keep working on this policy area to eliminate remaining weaknesses. In this context, in 
2008, we carried out a Public Expenditure and Financial Accountability (PEFA) study with 
the assistance of the European Commission and a Public Expenditure Review (PER) in 
February of this year, with the World Bank. On the basis of the recommendations of these two 
studies, we are currently working on an updated PFM Action Plan. 
 
23. State modernization is a top priority for the Government, which is committed to 
create a leaner and more efficient State. A State reform and restructuring plan has been 
articulated and is being coordinated by the State Reform Coordination Unit (UCRE). The plan 
is already being implemented and has implied restructuring key ministries such as Finance, 
Justice, Foreign Affairs, Defense and Decentralization. The organic law of the Ministry of 
Finance has been approved by the Council of Ministers and is awaiting its publication in the 
Official Gazette. Meanwhile, we have started to implement the General Directorates as 
prescribed in the said Law. The main innovation of the new structure is the consolidation of 
the Directorate of National Planning, which will have four Service Directores: Service 
Directorate of Macroeconomic Monitoring and Statistics, Service Directorate of Resources 
Mobilization, Service Directorate of Strategy and Planning and Service Directorate of 
Monitoring and Evaluation. Additionally, the GOCV is continuing efforts to deepen the 
decentralization process. In fact, efforts to decentralize responsibilities and resources to 
municipalities are considered the main measure to improve service delivery.  
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24. The decentralization process has also included the implementation of the 
Municipal Information System (SIM) in 11 municipalities, which will be extended to other 
municipalities in the future. A framework law on decentralization has been adopted by the 
Council of Ministers, although it has yet to be approved by the National Assembly.  State 
modernization also includes civil service reform. The Government has launched a 
comprehensive review of its civil service with the goal of providing the State with a better 
trained and motivated workforce.  The Council of Ministers has already approved the new 
basic law on civil service (although submission to Parliament is pending) and the Government 
is in the process of finalizing the draft on a new pay and grading structure (PCCS), including 
the publication of a decree and a program encouraging mobility. 
 
Develop and upgrade human capital (part of Pillar II “Human Capital” of the GPRSP II) 
 
25. Our country has made significant progress in primary and secondary education and 
training providing to our youth. Cape Verde has attained the goal of universal primary 
education. Our key problem is the misalignment between the skills required in the jobs’ 
market and the education and training provided to our youth.  
 
26. The GOCV, under the Ministries of Labor (MoL) and Education (MoE) is 
coordinating various skills’ development programs to assist the poor in securing more jobs 
and increase their pays. This has led to the initiation of the employment and the professional 
training policies under the two ministries respectively.  
 
27. We have also successfully launched an employment policy that is expected to 
create more jobs and generate income to the poor. Attention has been directed towards 
programs such as micro-projects that offer temporary employments in infrastructure projects 
(e.g. road construction, soil and water conservation structures and reforestation). 
 
28. The issues that we are currently addressing relate notably to: (a) better identifying 
market demand for skilled labor in specific growth sectors such as construction, tourism and 
commerce; (b) improving the existing planning, financing and coordination mechanisms in 
order to promote more effective, demand-driven training delivery using existing, under-
utilized training centers in more cost-effective ways and with greater engagement by the 
private sector.  
 
29. Cape Verde prides itself in having satisfactory health indicators. We have made 
significant progress in reducing infant mortality rates, increasing life expectancy and 
containing the spread of infectious diseases such as HIV/AIDS and tubercolisis. but still we 
face challenges in terms of adequate resources to address both infectious diseases and the 
rising non-communicable diseases.  
 
30. We have already completed the analysis of human resources in the health sector 
and drafted and approved a Health Policy for 2007-2010 to promote preventive health as a 
key priority. Furthermore, the Government is committed to strengthening health reforms in 
order to enhance service delivery to our population.  
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Enhancing the Business climate (part of Pillar III “Competitiveness of the GPRSP II) 
 
31. We continue with our efforts of advancing towards an open market economy by 
encouraging the establishment of small, large, medium and micro enterprises, as well as 
promotion of partnerships with foreign investors. Public/private partnerships have also been 
introduced. We have initiated a policy to increase competitiveness and create a better 
institutional environment for the start-up of new businesses and firms in all sectors of the 
economy. To this end, the GOCV has set up the “Agência de Desenvolvimento Económico e 
Inovação” (ADEI) whose mandate is to provide incubator services, coaching and consulting 
services, business development services including access to finance, market linkages, and 
promotion of information and communication technology. 
 
32. n the context of our measures to improve the business environment we recognize 
the need to provide the country with a legal instrument that regulate and establish a especific 
framework to recover enterprises that going through bankruptcy. Thus, the government 
nominated a multi-sector task force, led by the Ministry of Economy, Growth and 
Competitiveness, to work with the Ministry of Justice and Ministry of Labor to study and 
proposed a bankruptcy Bill.  
 
33. In order to ensure efficiency in the provision of goods and services, we will 
continue implementing the privatization program. This is expected to reduce the government 
deficits by eliminating subsidies and increasing resources, in the form of tax revenues, in the 
longer term.  
 
34. At the end of 2008, the GOCV adopted an across-the-board reduction in income 
tax for both households and businesses. The tax rate for businesses was brought down from 
30% to 25%, with retroactive effects to 2008 income. The GOCV is also working on a draft 
law aiming at the revision of the current tax incentives system.  The GOCV has come to the 
conclusion that it is best to change its current paradigm and link incentives to: (i) the creation 
of formal employment; (ii) the size of investments; (iii) the improvement of human capital; 
(iv) the strengthening of productive capacity; and (v) the deepening and broadening the 
financial sector. 
 
35. The tourism sector has been the main engine of growth, representing about 20% of 
GDP. To further develop this sector, the Government has prepared a comprehensive strategy 
called “Tourism Master Plan”. 
 
36. The reduction of administrative barriers has advanced well and Cabo Verde Digital 
(NOSI) has been able to launch successfully Casa do Cidadão (one-stop shop) in 2008, 
including for the registration of companies in one day.  The E-Government initiative, an 
integrated program revolutionizing the way Government and Cape Verde private sector 
interact, provides a system that is effective, transparent, participatory and operationally cheap. 
This system will: (i) improve the flow of resources and data; (ii) promote entrepreneurial 
capacity through ICT and stimulate electronic commerce; and (iii) bring the Government 
closer to the population. 
 
37. Land management reforms rank high on Cape Verde’s development agenda and 
the GOCV has taken decisive steps to enhance competitiveness in the area. First, the 
Government has embarked on a large land policy review, which led to an update of major 
laws and a new strategic planning system.  The Land Use and Cadastre Laws were approved 
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in October 2008 and a task force has been appointed to operationalize the Cadastre Law and 
improve land use. The implementation of the Cadastre system is also progressing, 
spearheaded by a multi-ministerial team. 
 
Infrastructure building (Pillar IV of the GPRSP II)  
 
38. We recognize the importance of basic infrustructure development that includes 
energy, sanitation, water provision, and road construction and maintenance. Other 
infrastructure development policies include road services, maritime transportation facilities 
and airport infrastructures.  
 
39. Given the current outdated land use policies the government is underway to 
implement a comprehensive modern Municipal Urban Plans that will replace the obsolete 
Land Use Plans. Thus we will reform the current basic cartography and cadastral systems with 
the objective to better enforce property rights, determine municipal boundaries and thus 
facilitate  infrastructure development and property tax collections. 
 
40. Within the energy sector the following challenges remain: (a) improving the 
ELECTRA’s commercial performance; (b) ensuring the approval of more timely and better 
calibrated tariff adjustments by the Economic Regulation Agency (ARE); (c) significantly 
increasing generation and reducing its cost by consolidating generation in larger units using 
heavy fuel oil, upgrading transmission lines, and pursuing substantial investment in wind 
energy through independent power producer arrangements (which would also provide a 
steady supply of energy during non-peak hours for desalination); (d) upgrading the ageing 
distribution network; (e) instituting good corporate governance practices in ELECTRA, with 
more active monitoring, and (f) mobilizing direct financing and guarantees for ELECTRA. 
 
Improve the effectiveness and sustainability of the social protection system (Pillar V 
“Social cohesion”  of the GPRSP II) 
 
41. The social protection objectives under first GPRS have been achieved, with the 
exception of the institutional and legal framework for service delivery at the municipal level. 
We are now focusing our efforts on improving local service delivery, improved planning and 
management, and interventions in favor of the disabled, while also broadening the policy 
dialogue to include labor issues.  
 
42. We are working on the implementation of a financially sustainable pension scheme 
and reform of the social security system. Nevertheless, there is a need to ensure that social 
protection transfers need to be well targeted to the poorest strata of the population if they are 
to have their desired impact on reducing poverty.  
 
43. More specifically, we have merged the existing systems that provides employment 
such as the re-definition of the Ex-FAIMO workers’ benefits system and the reinforcement of 
the capacity of the National Social Security Institute (INPS). However, we do acknowledge 
that there is a need for broad and better focus on the most vulnerable groups of our 
population. Thus, our aim is to promote self-employment via access to micro-credit. In the 
same spirit we do encourage sustainable agricultural development where the core of the 
initiative rests on the integrated enhancement of agrarian resources and micro-irrigation 
schemes. 
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44. In the area of food security, we provide guarantee of food availability and stability 
in the supply of the central and periphery markets, assuring the normal operation of the food 
markets and a management that involves the private commercial management in supplying 
the market.  
 
Program monitoring and evaluation 
 
45. We have set up a monitoring and evaluation system for the GPRS II to guide the 
actions of the various actors involved in promoting growth and poverty reduction in our 
country. In addition to governmental departments, the system includes civil society 
organizations, as well our development partners. 
 
46. The institutional framework for implementing the GPRS II consists of the 
following: (i) the National Poverty Reduction Board, which is an advisory body that includes 
the main stakeholders from the public administration, the private sector, and our civil society; 
(ii) the Directorate General of Planning (DGP) is responsible for coordination and technical 
support; (iii) the Planning Units within each line Ministry prepares monitors and evaluates 
priority programs and projects included in the strategy. Furthermore, there are also Regional 
Poverty Reduction Boards, which are advisory bodies that take into account the needs of local 
stakeholders.  
 
47. We are continuously reinforcing our monitoring and evaluation (M&E) system. 
The latest reforms include the setting up of a network based system through the SIGOF that is 
currently being developed by NOSI. This M&E system will include three core components 
and two support components. The core components will be: (i) a monitoring and trend 
analysis component, (ii) an execution component, and (iii) an impact evaluation component.  
In terms of our ongoing budget support program with the AfDB (the PSSRP II), the 
responsibility for implementation of the program is with the Ministry of Finance, which also 
ensures its monitoring thereof.  
 
Conclusion 
 
48. We are very appreciative of our excellent bilateral cooperation with the AfDB, 
which has been our privileged development partner since our independence. Through the 
additional Euro 40 million loan, we would like to make full use of the AfDB’s expertise and 
leadership role in promoting governance and private sector development in Africa.  
 
49. On behalf of the GOCV, let me therefore reiterate our hopes that the AfDB will 
grant us this additional financial support to help mitigate the impact of the international 
economic crisis and in order for us to pursue our ongoing reform program.  
 
Please accept, Mr. President, the assurances of my highest consideration  
 
Yours sincerely, 
 
 
Cristina Duarte 
Minister of Finance 
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Operations Policy Matrix 
The headings in bold, italic letters, indicate additional measures in relation to the initial PRSSP-II Logical Framework Matrix 

Policy  Measures and Actions Base Year 
(2007) 

Target Indicators Objectives/ 
Outcomes  

2008 2009 2010 

Indicators 

 2008 2009 2010 

Responsible  
Entity 

Component 1: Consolidate public finances 
Improvement of 
Public Debt 
Management 

Ongoing implementation of 
the cross-debt clearance 
plan 
 

Ongoing 
implementation of the 
cross-debt clearance 
plan. 
 

Maintain the stock of 
cross-debt arrears at 0. 

Cross-debt arrears 
stock (% of cross-
debt arrears in 2005 : 
CVE 5362 million) 

40 16 0 0 Strategic 
Policy Unit 
(MF) 

 Build the management 
capacity of the public debt 
management unit  

Build the management 
capacity of the public 
debt management unit  

Reinforce the 
management capacity of 
the public debt 
management unit  

Domestic debt/GDP 
ratio (%) 
 

19.3% <=20% <=20% <=20%  

Improvement of 
Budget 
Programming 
and Allocation   
 
 
 

Design a model for the 
Medium-Term Expenditure 
Framework  

Use the model to 
prepare the 2010-2012 
MTEF and the 
MTSEFs of 4 
Ministries 
 

Use the model to prepare 
the 2011-2013 MTEF and 
the MTSEFs of 8 
Ministries 
 

Macro model 
 
 
MTEF 
Cumulative number 
of MTSEFs 
 

 
2008-2010 
MTEF 
Validated. 
 
2 

 Macro 
model is 
prepared. 
2010-2012 
MTEF is 
prepared 

Macro- 
model is 
operational 
2011-13 
MTEF is 
validated 

General 
Budget 
Directorate 
(MF) 

    MTEF MTEF 
2008-2010 
is validated 

 MTEF 
2010-2012 
is validated 

MTEF 2011-
2012 is 
validated 

 

    Cumulative number 
of MTSEF 

2  3 5  

 Preparation of the Medium- 
Term Fiscal Framework 
(MTFF) 

Preparation of the 
Medium-Term Fiscal 
Framework (MTFF) 

Preparation of the 
Medium-Term Fiscal 
Framework (MTFF) 

Medium-Term Fiscal 
Framework  

No MTFF  The 
MTFF is 
submitte
d to  
Parliame
nt with 
the 2009 
Budget 
Law  

The MTFF 
is 
submitted 
to  
Parliament 
with the 
2010 
Budget 
Law  

The MTFF 
is submitted 
to  
Parliament 
with the 
2011 Budget 
Law  

Strategic 
Policy Unit 
(MF) 

 Take into consideration the 
GPRSP II priorities in the 
2008 Budget Law.  
 

Take into consideration 
the GPRSP II priorities 
in the 2009 Budget 
Law 

Take into consideration 
the GPRSP II priorities in 
the 2010 Budget Law 

Education as a % of  
budget 
 
Health as a % of 
budget 

23% 
 
 
7.5% 

>=23% 
 
 
>=7.5% 

>=23% 
 
 
>=7.5% 

>=23% 
 
 
>=7.5% 

Directorate 
General of 
Planning (MF) 
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Policy  Measures and Actions Base Year 
(2007) 

Target Indicators Objectives/ 
Outcomes  

2008 2009 2010 

Indicators 

 2008 2009 2010 

Responsible  
Entity 

Strengthening of 
Internal Control 
of Budget 
Execution  

Increase the number of 
audits initiated by the 
IGF on municipalities 
 
Number of internal audit 
units 

Number of internal 
audit units 

4 
 
 
 
2 

10 
 
 
 
 
[5] 

IGF 
 
 
 
Sector 
Ministries 

Strengthening 
the effectiveness 
of budget 
execution and 
external control 
monitoring/ 
evaluation  
 
 

Update the information in 
the Project Management 
Database (PMDB)  

Update the information 
in the Project 
Management Database 
(PMDB  

Update the information in 
the Project Management 
Database (PMDB)  

 
Status of the PMDB 
 

 100% of 
projects 
with the 
loan 
agreeme
nts 
signed in 
2008 are 
monitore
d by the 
PMDB 

100% of 
projects 
with the 
loan 
agreements 
signed in 
2009 are 
monitored 
by the 
PMDB: 
Retrospecti
ve updating 
of the 
database 
for 2008. 

100% of 
projects with 
the loan 
agreements 
signed in 
2010 are 
monitored 
by the 
PDMBG 

NOSI (MF) 

          
 Audit of the 2006 CGE and 

submission to Parliament. 
Audit of the 2007 CGE 
and submission to 
Parliament. 

Audit of the 2008 CGE 
and submission to 
Parliament. 

Number of years 
before the submission 
to Parliament of the 
previous year’s 
budget execution 

 2 years 2 years 2 years Strategic 
Policy Unit 
(MF) 

Improvement of 
the management 
and viability of 
the energy sector 
and ELECTRA;  

Review the regulatory 
electricity price procedures 
 
Preparation of an electricity 
network development plan 

Update the regulatory 
electricity price 
procedures 
 
Implementation of the 
electricity network 
development plan 

Update the regulatory 
electricity price 
procedures 
 
Implementation of the 
electricity network 
development plan 

Government transfer 
to ELECTRA (Euro) 
 
Electricity network 
development plan 

3.8 million  3.8 
million 
 
 
 
Finalized 

2.5 million 2.0 million ARE / 
ELECTRA 

 
 
 
 
 

 
 
 
 
 

 
 
 
 
 

  
 
 
 
 

  
 
 
 
 

 
 
 
 
 

  
 
 
 
 



Annex 2 
Page 3 / 5 

 

 

Policy  Measures and Actions Base Year 
(2007) 

Target Indicators Objectives/ 
Outcomes  

2008 2009 2010 

Indicators 

 2008 2009 2010 

Responsible  
Entity 

Broadening of 
the Tax Base  
 

Prepare the general tax code Approval of the general 
tax code by the Council 
of Ministers and 
submission to 
Parliament 

General Tax Code Draft 
General 
Tax Code 
is ready  

Draft 
General 
Tax Code 
is approved 
by the 
Council of 
Ministers 
and 
submitted 
to 
Parliament 

Directorate 
General of 
Treasury (MF) 

  Prepare the Law on 
individual and 
corporate income. 
 
 
 
 
 
 
Easing of the tax 
burden on economic 
operators 

Approval by the Council 
of Ministers and 
submission to parliament 
of the law on individual 
and corporate income 
 

Law on individual 
and corporate income  
 
 
 
 
 
 
Change in the 
corporate income tax 
rate 
The individual 
income tax schedule 
 
 

  
 
 
 
 
 
 
 
0 
 
 
 
45% 

Bill on 
Individual 
and 
Corporate 
Income  
 
 
 
-5% 
 
 
 
35% 

Bill on 
Individual 
and 
Corporate 
Income 
adopted by 
the Council 
of Ministers 
and 
submitted to 
Parliament 
0 
 
<=35% 

 
 
 
 
 
 
 
 
 
 
Tax 
Directorate 

Public 
Procurement  

 Finalization of the 
implementation of the 
new institutional 
framework (ARAP, 
UGA) 
Finalize the 
implementation of the 
new institutional 
framework (UGAC) 

 
 
 
 
 
 

ARAP and UGA 
staff appointed 
 
 
 
Recruitment of 
UGAC staff 
 

  Appointme
nt of the 
ARAP and 
UGA staff 
 
 
Appointme
nt of 
UGAC 
staff 

 Ministry of 
Finance 

   
 
 

  
 
 

0 0   
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Policy  Measures and Actions Base Year 
(2007) 

Target Indicators Objectives/ 
Outcomes  

2008 2009 2010 

Indicators 

 2008 2009 2010 

Responsible  
Entity 

Operationalization of 
the new Public 
Procurement Code 

Number of Ministries 
publishing invitations 
to bid in accordance 
with the new Code 
 

All 
Ministries 

 Finalize the procedure 
manuals and standard 
documents 

Finalization of the E-
procurement design 
including the strategic 
plan, (architecture and 
design) and the 
technical section for its 
integration (or 
adaptation) in the 
NOSI environment 
through SIGOF. 

 Procedure manuals 
and standard 
documents 
 
 
 
E-procurement 

 Manuals 
and 
finalized 
documen
ts 

 Operational  

   Approve standard public 
procurement bidding 
documents no later than 
end July  

Standard public 
procurement bidding 
documents 

   Standard 
public 
procurement 
bidding 
documents 
approved 

 

Component 2: Improvement of the Business Climate 
Improvement of 
capacity and 
efficiency of 
electricity 
generation and 
distribution 
 

Fight against household 
fraud in electricity bill 
payment and illegal 
connections  
 
 

 
 
 

 
 
 

% of commercial 
losses  
 
 

12% 
 
 

13% 
 
 

10% 
 
 

8% 
 
 

ELECTRA 

  Increase electricity 
generation 
 
 

Increase electricity 
generation 
 

Electricity access rate 
on Santiago Island  

61% (2006) 
 

61% 68% 70%  

Electricity 
generation 

   Electricity generation 
on Santiago island 
 

125Gwh 
(2006) 
 

125 Gwh 
 
 

150 Gwh 
 
 

160 Gwh  
 
 

 

    Outage time  
 
 

752 
hours/yr 
(2006) 

752 
hours/yr 

452 hours 
/yr 

102 hours 
/yr in 2010 
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Policy  Measures and Actions Base Year 
(2007) 

Target Indicators Objectives/ 
Outcomes  

2008 2009 2010 

Indicators 

 2008 2009 2010 

Responsible  
Entity 

 
    Installed power in 

the Palmarejo plant 
 
 

11 Mw 
 

11Mw 25Mw 44 Mw   

Improvement 
of the business 
climate 

 Consolidate the 
Citizen House tools 
(computerization) 
 

 Number of days to 
start a business 

52 1 1 1 NOSI 

  Reduction of the 
average cost of 
starting a business 

 Average cost of 
starting a business 
(% of per capita 
GDP) 
 

40 
 

35.7 30 20  

 Prepare the new Labour 
Code (increase the 
flexibility of the labour 
market) 
 

Have the new Labour 
Code approved by the 
Council of Ministers 
and ensure its 
transmission to 
Parliament  

 
 
 
 
 
 
 
 
Reduce the cost of 
dismissing workers 

New Labour Code 
 
 
 
 
 
 
 
Cost of dismissing 
workers  

 
 
 
 
 
 
 
 
[xx] 

 
 
 
 
 
 
 
 
[xx] 

Draft new 
Labour 
Code  
 
 
 
 
[xx] 
 

Draft new 
Labour 
Code 
adopted by 
the Council 
of Ministers 
and 
submitted to 
Parliament 
 
[xx] 

Ministry of 
Labour 
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Applicable Extracts from the Consultative BSG Joint Matrix of Measures 
 

Policy Measures and Actions Benchmarks Medium Term 
Objectives/ 

 
Nº 

2009 2010 2011 
Indicators 

Base 
2008 2009 2010 2011 

Follow-up 
(responsible 

entity) 

 Pillar 1 Good Governance  

Macro-economic: 
reduce and control 
liabilities including 
contingent ones 
 
 
 
 

 Implementation of 
the arrears 
clearance plan  
 
 
 
Preparation of a 
time-bound action 
plan to clear 
Electra’s arrears 
with suppliers 
within 4 years max. 
 

Implementation of the 
arrears clearance plan 
concluded. 
 
 
 
Implementation of the 
Electra’s suppliers 
arrears clearance plan 
 

 
 
 
 
 
 
Implementation of 
the Electra’s 
suppliers arrears 
clearance plan 

Outstanding stock of 
government arrears 
(%)  
 
Outstanding stock of 
Electra’s arrears 
towards suppliers 
(%) 

       60 
 
 
 
 

100 

38 
 

 
 
 

100 

         0 
 
 
 
 

tbd< 100 

        0 
 
 
 
 

tbd<100 

 
 
 
MoFPA 

Budget planning 
and allocation 

 

Use medium term 
Fiscal Framework 
(MTFF) 

 
 
Broaden use of 
Medium Term 
Expenditure 
Framework 
(MTEF) 

  

 

 

Preparation of the 
2010-2012 
framework 

 

4 ministries prepare 
MTEF for 
2010/2012  
 

 
 
 
 
 
Preparation of  
2011-2013 framework 
 
 
 
8 ministries prepare 
MTEF 2011/2013  
 

 
 
 
 
 
Preparation of  
2012-2014 
framework 
 
 
All (15) ministries 
prepare MTEF for 
2012-2014 
 
 

 
 
 
 
 
MTFF submitted to 
Parliament with 
Budget Law 
 
 
Specialized MTEF 
units created 

Number of sectors 
with MTEFs 

 
 
 
 

yes 
 
 
 
 

3 
 
 

2 

 
 
 
 

yes 
 
 
 
 

>5 
 
 

4 

 
 
 
 

yes 
 
 
 
 

>9 
 
 

8 

 
 
 
 

yes 
 
 
 
 

15 
 
 

15 

 
 
 
 
 

MoFPA / Strategic 
Study Directorate 

 
 
 

General Budget 
Directorate 

MoFPA 

Budget execution: 
broaden use of 
integrated system 

 Increase access of 
budget units to 
SIGOF 

Adoption of accrual 
accounting: part of State 
assets accounted on an 
accrual basis in Sate 
Accounts. 

 % of government 
budget units having 
access to SIGOF  

 
80% 

 
90% 
 

 
100% 
 

 
100% 
 
 

 
MoFPA 
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Policy Measures and Actions Benchmarks Medium Term 
Objectives/ 

 
Nº 

2009 2010 2011 
Indicators 

Base 
2008 2009 2010 2011 

Follow-up 
(responsible 

entity) 
Internal controls: 
increase capacity 
of IGF to perform  
more controls 
 

  Recruit or bring back to 
IGF professional staff 

 Number of 
inspection action 
done by IGF  
Number of 
Inspection  on FSA e 
Municipios 
 
Number of Training 
sessions  
 
 

 
 
 
 
 
 

 

39 
 
 
 
 
 

14 
 
 

5 

42 
 
 
 
 
 

18 
 
 

6 

45 
 
 
 
 
 

10 
 
 

12 

 
IGF 

External controls: 
improve timeliness 
of audits of state 
accounts by 
Tribunal das 
Contas  

   
Increase number of staff 
and budget allocated to 
Tribunal das Contas  

  
Last State accounts 
audited 
 

 
2005 State 
account 
audited 
 

 
2006 and 
2007 State 
accounts 
audited  

 
2008 Sate 
accounts 
audited 

 
2009 Sate 
accounts 
audited 

Tribunal das 
Contas 

 
National public 
procurement 
system: improve 
transparency and 
efficiency  

 Publication of new 
regulations  
 
 
 
 
 
 
 
ARAP & UGAs 
operational in line 
ministries i.e. staff 
appointed, & 
regulations 
approved. 
 

Compliance Reviews of 
procurement procedures 
for at least 3 ministries: 
Finance, Health, and 
Transport / Equipment  
 
 
National Standard 
Bidding Documents 
approved 
 
Develop, adopt, and, 
initiate implementation 
of a national strategy on 
capacity building in 
public procurement 
 
 
 
 

Continue the 
compliance reviews 
for at least 5 
ministries: 
3 previous + 
Education and 1 tbd 
 
Handle complaints in 
a transparent and 
efficient manner 
 
Set up the integrated 
public procurement 
MIS and M&E 
System to evaluate 
performance  

% of non complying 
sole source contracts 
awarded 
 
 
 
% of complaints 
handled in 
compliance with new 
regulation and 
published 
 
Average 
procurement 
processing time in 
months  

 
na 

 
 
 
 
 
 
 
 

0 
 
 
 
 

 
10 

 
na 

 
 
 
 
 
 
 
 

0 
 
 
 
 

 
10 

 

 
10 

 
 
 

 
 
 
 
 

50 
 
 
 
 

 
8 
 

 
0 

 
 
 
 
 
 
 
 

100 
 
 
 
 

 
6 
 

ARAP 
 
 
 
 
 
ARAP  
 
 
 
ARAP/UGA 
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Policy Measures and Actions Benchmarks Medium Term 
Objectives/ 

 
Nº 

2009 2010 2011 
Indicators 

Base 
2008 2009 2010 2011 

Follow-up 
(responsible 

entity) 
The public procurement 
website is operational 
and publicly accessible 

 
 
 
 
National 
Monitoring and 
Evaluation 
System : make it 
operational 
 
 
 
 
 
 

 Completion of  
M&E and RBM 
training Needs 
Assessment 
 
Elaboration of 
strategic plan for 
M&E and RBM 
 
 
 
all 2008 projects & 
programs outputs 
indicators 
integrated the 
national M&E 
system 

Implementation of  the 
training plan  
 
 
 
implementation of  the 
strategic plan  
 
 
 
 
All active projects & 
programs outputs 
indicators integrated 
national M&E system 
 

Implementation of 
training plan 
 
 
 
Implementation of  
the strategic plan  
 
 
 
 
of all active projects 
& programs outputs 
and outcome 
indicators integrated 
national M&E 
system 

Capacity building 
plan for in RBM and 
M&E  
 
# of Staff trained in 
M&E  
) 
 
 
% of project & 
programs with 
measured output 
and/or outcome 
indicators in the 
M&E database 
 
 

         0 
 
 
 
 

8 
 
 
 
 
 
 

0 
 
 
 

 

       Plan 
approved 

 
 
 

12 
 
 
 
 
 
 

100%  
with output 
indicators 

 

 
 
 
 
 

            10 
 
 
 
 
 
 

100%  
with output 
indicators  
in place 

 
 
 
 
 

      10 
 
 
 
 
 
 

100%  
with output 
and outcome 
indicators 

 
 
 
 
 
 
 
 
 
DGP 
DGPOGs/GEPs 
INE 
NOSI 
 
 
 

Statistical 
System: 
establish a new 
improved national 
statistical system  
 

 Publication in 
Official Gazette of 
Statistical Law 
application decrees 
 
QUIBB 2007 data 
through STATLINE 
(ntl. Stat. data 
website)  
 
 

New organization chart 
at INE in place 
 
 
Completion of platform 
linking INE data to ntl. 
M&E System 
 
Completion of Tourists 
expenditure survey  
 
 
 

Assess 
implementation of 
2007-2010 action 
plan ( Statistical 
agenda)) 
 
 
 
 
 
 
 
 

 
New status for INE  
 
 
% of  QUIBB data in 
Statline 
 
 
 
Surveys Data on 
stateline 
 

 
Statistical 
law approved 
 
40% 
 
 
 
 
NA 
 

 
NA 

 
 
 
 
 
 
 

100% 
 
 
 

 
NA 

 
 

100% 
 
 
 
 

100% 

 
NA 

 
 
 
 
 
 
 

100% 
 
 
 

 
MOF/INE 
 
 
INE 
 
 
 
 
INE/NOSI 
 
 
 



Annex 3 
Page 4 / 6 

 

 

Policy Measures and Actions Benchmarks Medium Term 
Objectives/ 

 
Nº 

2009 2010 2011 
Indicators 

Base 
2008 2009 2010 2011 

Follow-up 
(responsible 

entity) 
Compilation of 
administrative and 
private sector data on 
tourism and employment 

Completion of : 
Informal Sector 
Survey; Population 
Census, 
Employment and 
Tourism statistics 

 
100% 

 
100% 

 
INE / sectoral 
ministries 
 

State 
modernization  
 
 
 
rationalize State 
Structures for a 
more cost-efficient 
public 
administration 
 

 5 ministries 
restructured  
as reflected in the 
2009 State Budget 

 Implementation of 
restructuring 
recommendations 
continued 

Implementation of 
restructuring 
recommendations 
continued 

Research functions 
in three Institutions 
transferred to 
University of Cape 
Verde 
 
 
DGPOG positions 
effectively staffed 

0 1 2 
 
 
 
 
 

10 
 

3 
 
 
 
 
 

25 
 

 
 
 
 
UCRE 

Decentralization:  
Strengthening of 
municipal 
management 
capacity 
 

 At least 
14municipalities  
linked to SIM and 
training their staff 

17 municipalities linked 
to  Municipal 
Information System 
(SIM) 

22 municipalities 
linked to SIM 

Number of 
municipalities that 
produces timely 
accounts 

 
3 

 
9 

 
12 
 

 
17 

 
NOSI-DGAL 
 

Civil service 
reform: promote a 
merit-based civil 
service and 
broaden mobility 
options within and 
outside.  

 Approval by the 
Council of 
Ministers of the  
decree on mobility 

Approval by the Council 
of Ministers of the New 
Career and Salary 
System (PCCS) 

Implementation of 
the New Career and 
Salary System 
(PCCS) 

Staff turnover in 
senior positions 
(non-mobility) in %  

n.a. n.a. -5 -10 UCRE 

Pillar 3 Competitiveness 
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Policy Measures and Actions Benchmarks Medium Term 
Objectives/ 

 
Nº 

2009 2010 2011 
Indicators 

Base 
2008 2009 2010 2011 

Follow-up 
(responsible 

entity) 
Better integration 
of CV in 
International 
trade:  

 New customs code 
consistent with 
WTO agreement 
approved by 
Council of 
Ministers 

Revised Investment code 
consistent with WTO 
agreement in draft 

New Law on 
intellectual property 
in draft 

Trade openness i.e. 
(import + export of 
goods + service 
credit + debit ) / 
GDP in percent 

107 
 

107 
 

110 
 

110 
 

Ministry of 
Economy 
Competitiveness 
and Growth 
(MECC) 

Tourism: 
Comprehensive 
and sustainable 
strategy with 
increased local 
content 

 Master plan 
approved by 
Council of 
Ministers 

Baseline for all local 
content indicators  
 
Escola de Hotelaria de 
Cabo Verde ( EHTCV)  
em funcionamento 
Satellite accounts for 
tourism implemented  

New revised 
legislation approved 
for Tourism sector. 

 
Number of  training 
at EHTCV 
 

 
0 
 

 
5 

 
 

6 

 
6 

 
 
MECC 

Financial Sector: 
strengthen stability 

 2007 Microfinance 
Law revised to 
clarify limitation to 
deposit taking 
 
Closure of offshore 
bank that failed to 
comply with 
legislation 

IFI legal framework 
revised to align its 
regulatory regime with 
onshore system 
 
Bank supervision legal 
framework revised to 
give BCV more authority 

IFRS accounting 
norms applied to 
banks and insurance 
companies 

Weighted average 
(by assets) Capital 
Adequacy Ratio 
(Basel 1) of the 
entire system in % 

9.9 
(includes 
only onshore 
banks) 

≥10 ≥11 ≥11 Banco de Cape 
Verde (Central 

Bank) 

Tax: Tax 
reduction and tax 
incentives 
alignment to 
improve the 
investment climate  

 Across the board 
reduction in tax 
rates for businesses 

Draft tax incentive law 
approved by the Council 
of Ministers 
 

 
Law approved by 
Parliament 

Tax rate  
 
Investments 
 

 
 
30 
 
 

 
 
25 

 
 
25 

 
 
25 

 

Business climate: 
Improve govt 
services 

 House of citizen 
operational with x 
services 

Bankruptcy law draft 
prepared 

 Nº Empresas criadas 
via Casa do Cidadão 
por ano  

 
 

 600 

 
 

630 
 

 
 

630 

 
 

661 

 
MREDN 
Casa do Cidadão 
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Policy Measures and Actions Benchmarks Medium Term 
Objectives/ 

 
Nº 

2009 2010 2011 
Indicators 

Base 
2008 2009 2010 2011 

Follow-up 
(responsible 

entity) 
Provide access to 
basic legal advice 
in the most 
pressing legal 
issues  

 Establishing and 
rehabilitation of 
legal centres 
ensuring broad 
coverage 
 
 

Measure tbd that will 
ensure sustainability of 
legal centres 
 
 
 
Data collection system 
established 

 Nb. of legal centres 
operating 
 
 
Nb. of counselling 
per legal centre 

7 
 
 
 

150 

11 
 
 
 

>200 

11 
 
 
 

>200 

11 
 
 
 

>200 

 
Ministry of Justice 
/ PIU 
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Support of Principal Development Partners in the Priority Areas of Intervention of the Bank’s Programme 
 
Areas of Intervention Short-Term Measures (2009) Medium-Term Measures (2010) ‘Leader (s)’ to conduct 

dialogue with the 
Government 

PUBLIC  FINANCIAL MANAGEMENT  
Public Expenditure Policy  
 

Budget Preparation 

 

• Preparation of the 2010 budget on the basis of a Medium-
Term Fiscal Framework (2010-2012) 

 

• Preparation of the 2011 budget on the basis of a Medium-
Term Fiscal Framework (2011-2013) 

 
 

IMF/World Bank/ADB 

 
 

• Preparation of the Medium-Term Expenditure Framework 
(MTEF) by four sector Ministries  

• Preparation of the Medium-Term Expenditure Framework 
(MTEF) by eight sector ministries 

IMF/World Bank/ADB 

Budget Execution  
 
 

• Increased access for ‘budget units’ in the Ministries to  
SIGOF 

• Adoption of multi-year accounting: part of the State’s assets 
are entered in the National Accounts on a multi-year basis  

World Bank 

Internal Control   • Recruitment of technical staff for IGF Portugal/ADB 

External Control   • Increase in the number of technical staff and budgets 
allocated to the Court of Audit  

World Bank/European 
Union 

Public Procurement  • Publication of new public procurement regulations • Assessment of compliance with the new regulations for at 
least 3 Ministries, in particular Finance, Health and 
Transport  

 • Operationalization of ARAP and the UGAs in the sector 
Ministries (i.e. appointment of staff and approval of 
regulations)  

• Approval of standard bidding documents 

  • Approval of standard bidding documents 

  • Preparation, adoption and implementation of a national 
capacity building plan for public procurement  

  • Operationalization of public procurement Website  

Spanish Cooperation 
(AECDI)/World 

Bank/ADB 

Modernization of the State  
 

• Restructuring of five Ministries as stipulated in the 2009 
central government budget. 

• Implementation of the restructuring  ADB/World 
Bank/European Union 

INVESTMENT INCENTIVES   
Taxation  • Reduction in the corporate income tax rate (across-the-

board)  
• Approval of the Tax Incentive Bill by the Council of 

Ministers 

Business Climate  • Operationalization of the Citizen’s House (one-stop-shop)  • Drafting of a bill on businesses in distress  

World Bank/ 
ADB 
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Technical Conditions Precedent in Respect of a General Budget Support 

(According to the Guidelines on Development Budget Support Lending) 

 
ADB’s Pre-Requisite 

Conditions* 
Observations for Cape Verde 

Technical Prerequisites  
• Existence of a PRSP or 

National Development Plan 
in the RMC 

 
 
 
• Existence of an 

implementation mechanism  

• A Medium-Term Development Strategy: in May 2008, the Government 
presented its 2nd GPRSP covering the 2008-2011 period 

• Donor Approval: GPRSP-II was validated by the Bretton Woods institutions 
in June 2008  

 
• Coordination Structure: PRSSP-II will be implemented through the national 

monitoring and evaluation system of GPRSP-II, coordinated at the technical 
level by the DGP/STAD of the MFAP, in collaboration with the INE and the 
GEPs of the sector Ministries. 

• Viable macroeconomic and 
medium-term financial 
framework  

• IMF Assessment: the medium-term growth objective is credible and the 
MTFF underpinning GPRSP-II is viable  

• Policy Support Instrument (PSI): the IMF considered Cape Verde eligible 
for the PSI, designed for countries which have reached a certain degree of 
maturity as regards stabilization and do not wish or no longer require PRGF 
type financial support. Successive reviews of the PSI have been considered 
satisfactory. 

• Existence of a strong 
partnership between Cape 
Verde and donors 

• Partnership Framework: the consultative “Budget Support Group” BSG) 
was created in April 2005 between the donors and the Government for budget 
support.  

• Donors in the “BSG”: Bank, World Bank, European Union, the Netherlands, 
Spain and Austria.  

• Main aim of the BSG: to harmonize budget support indicators and actions 
through joint budget support reviews and synchronized budget disbursements. 

• Satisfactory fiduciary 
review of the public finance 
management system   

• 4 fiduciary reviews carried out: CFAA (2003), CPAR (2004), PEFA (2008) 
and PEF (2009) with satisfactory results: the different types of fiduciary 
review concluded that the functioning of the public administration, the central 
government’s financial management and public procurement were 
satisfactory overall. 

* Source: Board Documents: Cape Verde: Proposal for the award of an ADF Budget Support Loan to Finance PRSSP-II 
(ADF/ADB/WP/2008/158) 
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IMF Press Release 

 
IMF Executive Board Completes Sixth Review under the Policy Support Instrument for Cape 
Verde 
Press Release No. 09/222 
 
June 19, 2009  
 
 The Executive Board of the International Monetary Fund (IMF) has completed the sixth 
review under a three-year Policy Support Instrument (PSI) for Cape Verde following a mission by 
Fund staff to Praia in April 2009. The Executive Board has also approved, at the authorities’ request, 
to extend the current arrangement by one year as a bridge to a new three-year PSI. The Executive 
Board’s decision was taken on a lapse of time basis.  
 
 Cape Verde is coping with the global economic crisis from a position of strength. The 
main program objectives were achieved ahead of schedule: domestic public debt was reduced 
sharply, foreign reserves accumulated substantially, and external debt was kept stable. In recent 
years, the economy has been boosted by buoyant tourism, foreign direct investment in real estate, and 
remittances. However, near-term growth prospects have moderated significantly because of the 
recession in the euro area. In this context, the authorities’ decision to use fiscal policy to buffer the 
impact of the global shocks is appropriate, especially to protect social spending. 
 
 Cape Verde’s PSI was approved on July 31, 2006 (see Press Release No. 06/172). The 
program is designed to enhance the sustainability of growth and development by maintaining a stable 
macroeconomic environment and moving forward with structural reforms. Specific attention is given 
to reducing fiscal risks and giving Cape Verde a margin of safety to protect the economy against 
exogenous shocks. 
 
 The IMF's framework for PSIs is designed for low-income countries (and small island 
states) that may not need IMF financial assistance, but still seek close cooperation with the IMF in 
preparation and endorsement of their policy frameworks. PSI-supported programs are based on 
country-owned poverty reduction strategies adopted in a participatory process involving civil society 
and development partners. This is intended to ensure that PSI-supported programs are consistent with 
a comprehensive framework for macroeconomic, structural and social policies to foster growth and 
reduce poverty. Members' performance under a PSI is reviewed semi-annually, irrespective of the 
status of the program (see Public Information Notice No. 05/145).  
 



 

 

 
Annex 7 

Economic and Financial Indicators 
 

Preliminary version as of 2009 2010 2011 2012 2013 2014

13.08.2009 - 17.29 Estimates

National accounts and prices
Real GDP 10.8 7.8 5.9 3.5 4.0 6.6 6.6 6.7 6.4
Real GDP per capita 8.8 6.4 3.4 1.5 2.0 4.6 4.6 4.7 4.4
Consumer price index (annual average) 4.8 4.4 6.8 3.4 2.7 2.0 2.0 2.0 2.0
Consumer price index (end of period) 5.8 3.4 6.7 3.3 2.7 2.0 2.0 2.0 2.0

External sector
Exports of goods and services 35.0 14.1 0.4 -6.8 4.3 13.2 20.9 17.0 17.3

Of which: tourism 82.5 40.6 -5.6 -7.0 2.0 14.2 25.7 20.1 20.1
Imports of goods and services 23.4 17.9 3.5 7.0 -5.3 10.7 14.4 14.2 12.6
Real effective exchange rate (annual average) 2.6 2.6 4.1 ... ... ... ... ... ...
Terms of trade (minus = deterioration) -4.4 -1.1 -4.9 9.3 -2.1 -0.9 -0.9 -0.9 -0.9

Government finance
Total revenue (excluding grants) 19.6 17.0 10.8 2.6 11.6 9.3 6.9 12.1 11.2
Total expenditure 11.8 -0.7 13.1 34.5 -8.8 2.9 13.9 8.9 9.2

Noncapital expenditure 11.6 -0.4 3.0 22.5 -5.1 1.4 15.9 11.6 9.9
Capital expenditure 12.1 -1.4 32.9 52.5 -13.2 5.0 11.3 5.4 8.2

Money and credit
Net foreign assets 15.1 22.9 -6.8 -3.2 5.9 10.6 14.8 12.9 14.5
Net domestic assets 19.3 5.7 15.1 14.5 4.0 9.4 9.7 10.7 9.1

Of which: net claims on the central government 1.1 -37.8 0.9 24.8 -4.8 16.9 9.3 13.6 6.6
credit to the economy1 30.0 25.5 22.4 9.3 7.0 9.5 10.8 11.1 10.4

Broad money (M2) 18.0 10.8 7.9 9.5 4.5 9.7 11.0 11.3 10.5
Domestic broad money (M2X) 29.9 18.1 14.8 12.5 4.4 9.7 11.0 11.2 10.5
Income velocity (GDP/M2)2 1.33 1.35 1.33 1.33 1.33 1.36 1.36 1.36 1.36

   Reserve money (M0) 3.5 10.0 8.0 10.8 -3.1 9.7 11.0 11.3 10.6

Saving-investment balance
Gross capital formation 43.0 51.4 48.0 48.3 46.7 45.9 46.1 45.6 44.9

Government 6.1 4.9 7.3 11.3 8.9 8.8 8.9 8.4 8.2
Nongovernment 36.9 46.5 40.7 37.0 37.7 37.1 37.2 37.2 36.6

Gross national savings 38.3 42.2 36.0 30.7 32.5 32.0 32.5 31.8 31.7
Of which:  government 9.4 9.5 12.8 9.6 8.0 9.6 7.9 7.7 7.6

External current account (including official current transfers) -5.0 -8.7 -12.1 -17.6 -14.2 -13.9 -13.5 -13.8 -13.2

Government finance
Total domestic revenue 24.1 24.3 25.0 23.6 24.7 24.7 23.8 24.0 24.2
Total external grants 5.5 4.6 4.9 5.9 4.1 2.5 2.8 2.6 2.5
Total expenditure 34.6 29.6 31.1 38.5 32.9 31.0 31.8 31.2 30.8
Overall balance before grants -10.5 -5.3 -6.1 -14.9 -8.2 -6.3 -8.0 -7.2 -6.6
Overall balance (including grants) -5.0 -0.7 -1.2 -9.0 -4.2 -3.8 -5.3 -4.5 -4.1
External financing (net) 3.0 1.9 2.7 7.5 3.6 3.6 3.4 2.9 3.2
Domestic financing (net) 2.9 -0.7 -0.9 1.5 0.6 0.2 1.8 1.6 0.9
Financing gap/ statistical discrepancy -0.9 -0.5 -0.6 0.0 0.0 0.0 0.0 0.0 0.0
Total nominal government debt3 73.4 59.7 57.3 63.2 63.5 62.7 61.3 59.2 57.4

External government debt4 47.7 40.7 41.5 47.2 47.9 47.3 46.0 44.2 43.2
Domestic government debt, net of deposits 25.8 18.9 15.8 16.0 15.7 15.4 15.3 15.0 14.2

External current account (excluding official current transfers) -9.1 -12.9 -18.1 -23.2 -17.5 -17.3 -17.0 -16.9 -15.9
Overall balance of payments 4.7 5.8 1.2 -1.5 1.0 1.8 2.5 2.3 2.7

External current account (€ millions, including official transfers) -47.7 -96.4 -143.5 -227.5 -195.1 -209.6 -225.7 -255.5 -269.7
Gross international reserves (€ millions, end of period) 194.9 259.5 277.1 257.9 271.2 297.7 340.0 382.9 438.0
Gross international reserves to reserve money 1.0 1.2 1.2 1.1 1.1 1.1 1.2 1.2 1.2
Gross international reserves (months of prospective imports of 
goods and services) 3.1 4.0 4.0 3.9 3.7 3.6 3.6 3.6 3.7

External debt service (percent of exports of goods and services) 5.7 4.7 4.8 5.8 6.9 7.7 7.9 8.9 7.4

Memorandum items:

Nominal GDP (billions of Cape Verde escudos) 104.6 121.8 131.0 142.2 151.7 166.0 184.1 204.7 226.2
Exchange rate (Cape Verde escudos per US$)

Period average 87.8 80.4 74.9 … … … … … …
End period 83.5 75.6 80.9 … … … … … …

Sources: Cape Verdean authorities, and IMF staff estimates and projections.
1 Excluding a December 2006 purchase of a Portuguese credit to Electra and subsequent offloading on the domestic securities market.
2 Velocity is nominal GDP devided by average end period broad money. 
3  Net of central government deposits; including verified stock of domestic and external arrears.
4 Excluding claims on the offshore Trust Fund.

Projections

  (Annual percentage change)

     (Percent of GDP)

2006 2007 2008

Actual

 



 

 

Annex 8 
Financial Operations of the Central Government 

(CVE million, unless otherwise indicated) 
 

 2010 2011 2012 2013 2014

Budget Prel. Budget Proj.

Revenue, grants, and net lending 31,044 35,131 38,551 39,187 43,639 41,964 43,668 45,181 48,897 54,526 60,311
Domestic revenue (incl. net lending) 25,255 29,559 31,286 32,757 36,267 33,603 37,514 40,998 43,833 49,156 54,656

Tax revenue  22,828 26,423 28,059 29,585 30,302 28,164 31,202 34,614 36,701 41,133 45,692
Income and profit taxes 6,952 7,656 8,462 8,525 8,900 8,379 9,368 10,585 11,775 13,139 14,565
Consumption taxes 9,821 11,565 13,177 13,300 14,508 13,176 14,107 15,651 17,461 19,543 21,705
International trade taxes 4,889 5,592 5,583 6,110 5,917 5,538 6,587 7,251 6,216 7,061 7,887
Other taxes 1,166 1,611 837 1,650 978 1,071 1,139 1,127 1,250 1,390 1,535

Nontax revenue 2,126 2,843 3,204 3,102 5,944 5,439 6,312 6,384 7,132 8,023 8,964
Net lending 301 293 23 70 21 0 0 0 0 0 0

External grants 5,789 5,572 7,265 6,430 7,372 8,361 6,154 4,183 5,063 5,370 5,655
Capital grants 4,035 4,009 5,597 4,790 5,478 6,468 6,154 4,183 4,563 4,870 5,155
Budget support 1,755 1,563 1,668 1,640 1,894 1,894 0 0 500 500 500

Total expenditure 36,252 35,986 44,032 40,715 51,435 54,758 49,965 51,438 58,582 63,807 69,685
Recurrent expenditure 18,887 22,308 24,950 23,264 27,984 27,503 29,096 28,868 33,439 37,281 40,980

Primary recurrent expenditure 16,967 20,428 22,896 21,367 25,692 25,157 26,466 25,964 29,943 33,357 36,788
Wages and salaries 11,547 12,491 14,245 13,518 15,950 15,392 16,397 16,506 18,398 20,518 22,602
Goods and services 1,197 1,853 2,335 2,048 2,964 2,739 2,603 2,623 3,171 3,526 3,896
Transfers and subsidies 3,464 5,219 4,453 4,781 4,924 5,512 5,283 4,848 6,171 6,863 7,583

Transfers 3,172 3,309 4,395 3,910 4,667 4,667 4,423 3,981 5,210 5,794 6,402
Subsidies 292 1,910 58 871 258 845 860 867 961 1,069 1,181

Of which:  energy subsidies 208 1,802 1 0 525 0 0 0 0 0 0 0
Other expenditures 760 864 1,863 1,020 1,854 1,514 2,183 1,987 2,203 2,450 2,707

Domestic interest payments 1,398 1,361 1,487 1,348 1,570 1,624 1,350 1,132 1,240 1,369 1,486
External interest payments 522 519 566 548 722 722 1,280 1,772 2,256 2,556 2,706

Extraordinary expenditures 0 0 0 0 0 0 0 0 0 0 0
Capital expenditure 12,415 12,237 17,581 16,264 20,990 24,795 21,526 22,593 25,152 26,504 28,683

Foreign financed 11,173 9,599 12,470 11,701 13,939 16,937 13,655 12,645 14,384 15,736 17,108
Domestically financed 1,242 2,638 5,111 4,562 7,052 7,858 7,870 9,947 10,768 10,768 11,576

Other expenditures (incl. arrears clearance) 4,950 1,440 1,500 1,188 2,460 2,460 -656 -23 -9 23 22
Of which: energy subsidies 204 0 0 0 … 0 0 0 0 0 0

Overall balance, including grants (budget basis) -5,208 -855 -5,481 -1,529 -7,796 -12,794 -6,298 -6,257 -9,685 -9,281 -9,374
Financing 5,208 855 5,481 1,529 7,796 12,794 6,298 6,257 9,685 9,281 9,374
Foreign, net 3,130 2,326 3,160 3,495 6,756 10,625 5,418 5,952 6,294 5,965 7,331

Drawings 5,104 4,145 5,204 5,381 8,884 12,752 7,502 8,462 9,320 10,365 11,453
Amortization -1,974 -1,819 -2,045 -1,886 -2,127 -2,127 -2,083 -2,511 -3,027 -4,401 -4,122

Domestic, net 3,027 -889 2,321 -1,138 1,039 2,169 879 305 3,391 3,316 2,043
Net domestic borrowing 1,638 -2,567 -172 -1,972 1,759 4,451 1,030 1,856 2,524 2,580 1,417

Banking system 164 -5,946 248 -2,008 … 2,447 -587 1,981 1,271 2,038 1,124
Nonbanks 1,474 3,379 -421 36 … 2,004 1,617 -125 1,253 541 293

Privatization and other sales of assets 456 3,598 2,493 834 -720 -2,282 5 -151 -1,551 867 737 626
Accounts payable (atrasados ), net 933 -1,919 … 0 … 0 0 0 0 0 0

Net errors and omissions -949 -582 0 -828 0 0 0 0 0 0 0
Financing gap 0 0 0 0 0 0 0 0 0 0 0
Memorandum items:

Overall balance, including grants (excluding 
clearance of arrears and accounts payable) -4,129 2,321 -3,980 -955 -5,336 -10,334 -6,298 -6,257 -9,685 -9,281 -9,374
Arrears clearance 2,012 1,257 1,500 574 2,460 2,460 0 0 0 0 0
Net domestic borrowing, excluding clearance 
of arrears and net accounts payable 559 -5,743 -1,673 -2,546 -701 1,991 1,030 1,856 2,524 2,580 1,417
Primary balance (including grants)2 -3,288 1,025 -3,427 368 -5,503 -10,448 -3,667 -3,353 -6,189 -5,357 -5,182
Recurrent domestic balance3 6,368 7,250 6,335 9,493 8,283 6,100 8,418 12,130 10,394 11,875 13,676
Net external flows4 8,919 7,898 10,425 9,925 14,128 18,986 11,572 10,134 11,357 11,335 12,986
External debt service (percent of                        
.   domestic revenue) 9.9 7.9 8.3 7.4 7.9 8.5 9.0 10.4 12.1 14.2 12.5
Domestic debt (including arrears and accounts 
payable, net of deposits) 26,953 23,057 21,385 20,723 20,022 22,714 23,744 25,601 28,125 30,704 32,121

Sources:  Ministry of Finance, Bank of Cape Verde, and IMF staff estimates and projections.

1 The energy subsidies recorded in 2007 were incurred in previous periods.
2 Overall balance (including grants) – total expenditure + domestic and external interest payments.
3 Domestic revenue – recurrent expenditure.
4 External grants + net foreign financing.
5 Negative values reflect onlending operations.

2009

Projections

20072006 2008

Actual

 



 

 

Annex 9 
Balance of Payments 

(EUR million, unless otherwise indicated) 
 

2007 2009 2010 2011 2012 2013 2014

Est

Current account balance (including official transfers) -48 -96 -144 -228 -195 -210 -226 -256 -270
   Trade balance -369 -485 -478 -558 -523 -542 -630 -731 -832
      Exports, f.o.b. 76 56 78 65 75 84 92 100 109
      Imports, f.o.b. -445 -541 -557 -624 -598 -626 -723 -832 -941
   Services (net) 125 183 151 146 173 166 232 294 373
      Credit 322 399 378 360 369 418 514 610 724
          Of which:  tourism 173 244 230 214 218 249 313 376 451
      Debit -197 -216 -227 -215 -196 -252 -282 -316 -351
   Income (net) -36 -19 -33 -40 -50 -62 -71 -79 -86
      Credit 15 18 18 10 11 9 9 10 11
      Debit -51 -37 -51 -50 -61 -71 -80 -89 -97

Government interest -5 -5 -5 -4 -12 -16 -20 -23 -25
Interest by other sectors -22 -15 -18 -21 -22 -24 -25 -26 -27
Income on direct investment and other income -24 -17 -28 -25 -28 -31 -35 -40 -45

   Current transfers (net) 231 225 216 225 205 228 243 261 275
Government 39 46 71 72 46 51 58 58 57
Others, incl. emigrant remittances1 192 179 145 153 159 178 186 203 218

Capital and financial account (net) 99 198 202 208 209 236 268 298 325
   Capital transfers 14 20 18 59 46 24 25 27 30
      Government 14 20 18 59 46 24 25 27 30
      Other 0 0 0 0 0 0 0 0 0
   Direct investment (net) 88 94 144 87 96 128 149 169 183
   Portfolio investment 0 5 0 5 5 5 5 5 5
   Other investments, central government 21 18 29 95 49 54 57 54 66

      Trust Fund 0 0 0 0 0 0 0 0 0
      Net official flows 21 18 29 95 49 54 57 54 66
         Disbursements 38 34 46 116 68 77 85 94 104
         Amortization -18 -17 -17 -21 -19 -23 -27 -40 -37
      Other 0 0 0 0 0 0 0 0 0

   Other investments, non-central government -24 61 10 -37 12 26 33 43 41
      Commercial banks (net) -23 13 28 0 0 0 0 0 0
      Commercial credit (net) 2 4 7 0 0 0 0 0 0
      Other -3 44 -25 -37 12 26 33 43 41

Net errors and omissions -6 -38 -44 0 0 0 0 0 0

Overall balance 45 65 14 -19 13 27 42 43 55
Financing -45 -65 -14 19 -13 -27 -42 -43 -55
   Gross international reserves ( – accumulation) -46 -65 -14 19 -13 -27 -42 -43 -55
   Exceptional financing 1 0 0 0 0 0 0 0 0
Financing gap 0 0 0 0 0 0 0 0 0

Memorandum items:
Current account (including official transfers; percent of GDP) -5.0 -8.7 -12.1 -17.6 -14.2 -13.9 -13.5 -13.8 -13.2
Current account (excluding official transfers; percent of GDP) -9.1 -12.9 -18.1 -23.2 -17.5 -17.3 -17.0 -16.9 -15.9
Overall balance (percent of GDP) 4.7 5.8 1.2 -1.5 1.0 1.8 2.5 2.3 2.7
Gross international reserves 194.9 259.6 277.2 257.9 271.3 297.8 340.2 383.0 438.1
     Months of current year's import of goods and services 3.6 4.1 4.2 3.7 4.1 4.1 4.1 4.0 4.1
     Months of next year's import of goods and services 3.1 4.0 4.0 3.9 3.7 3.6 3.6 3.6 3.7
External public debt 452.3 449.9 493.2 608.6 658.7 711.5 767.6 819.9 886.4
External aid (grants and loans; percent of GDP) 9.6 9.1 11.4 19.1 11.6 10.0 10.0 9.6 9.3

Sources: Bank of Cape Verde; and IMF staff estimates and projections.

1 While emigrant remittances are projected to decline in 2009, the authorities project some increase in tranfers to NGOs.

Projections

20082006
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Comparative-Socio-Economic Indicators  

Year Cape Verde Africa Developing 
Countries 

Developed 
Countries 

  
Basic Indicators 

Area ( '000 Km²)   4 30 323 80 976 54 658
Total Population (millions) 2008 0.5 985.7 5523.4 1226.3
Urban Population (% of Total) 2008 59.7 39,2 44.0 74.4
Population Density (per Km²) 2008 134.5 32.5 23.0 49.5
GNI per Capita (US $) 2007 2 430 1 226 2 405 38 579
Labor Force Participation - Total (%) 2005 39.9 42.3 45.6 54.6
Labor Force Participation - Female (%) 2005 38.1 41.1 39.7 44.9
Gender -Related Development Index Value 2006 0.692 0.482 0.694 0.911
Human Develop. Index (Rank among 174 countries) 2006 118 n.a. n.a. n.a.
Popul. Living Below $ 1 a  Day (% of Population) 2004 1.6 34.3 25.0 …

Demographic Indicators 
Population Growth Rate   - Total (%) 2008 2.2 2.3 0.3 1.2
Population Growth Rate   - Urban (%) 2008 3.5 3.3 2.5 0.5
Population < 15 years  (%) 2008 38.0 40.9 16.6 27.4
Population >= 65 years  (%) 2008 4.0 3.4 16.7 8.0
Dependency Ratio (%) 2008 72.8 79.5 47.7 53.9
Sex Ratio (per 100 female) 2008 92.9 99.3 94.3 101.5
Female Population 15-49 years (% of total population) 2008 26.64 24.2 24.3 25.80
Life Expectancy at Birth - Total (years) 2008 71.9 54.51 76.7 67.5
Life Expectancy at Birth - Female (years) 2008 74.7 55.6 67.5 80.3
Crude Birth Rate (per 1,000) 2008 28.4 35.7 11.00 20.1
Crude Death Rate (per 1,000) 2008 4.7 13.04 10.04 8.6
Infant Mortality Rate (per 1,000) 2008 23.8 83.9 7.1 48.5
Child Mortality Rate (per 1,000) 2008 28.2 137.4 8.8 72.3
Total Fertility Rate (per woman) 2008 3.3 4.6 1.6 2.5
Maternal Mortality Rate (per 100,000) 2006 36.2  683  450  9
Women Using Contraception (%) 2006 61.0 29.7 61.0 75,0

Health & Nutrition Indicators 
Physicians (per 100,000 people) 2006 41.8 39.6 78.0 287.0
Nurses (per 100,000 people) 2006 90.8 120.4 98.0 782.000
Births attended by Trained Health Personnel (%) 2006 65.1 51.2 59.0 99.0
Access to Safe Water (% of Population) 2006 0.0 64.3 84.0 100.0
Access to Health Services (% of Population) 2000 81.7 61.7 80.0 100.0
Access to Sanitation (% of Population) 2004 43.0 37.6 53.0 100.0
Percent. of Adults (aged 15-49) Living with HIV/AIDS 2006 0.0 4.5 1.3 0.3
Incidence of Tuberculosis (per 100,000) 2006 168.0 315.8 275.0 19.0
Child Immunization Against Tuberculosis (%) 2007 86.0 83.00 89.0 99.0
Child Immunization Against Measles (%) 2007 74.0 83.1 81.0 93.0
Underweight Children (% of children under 5 years) 2000 15.0 25.2 27.0 0.1
Daily Calorie Supply per Capita 2004 3 058 2 436 2 675 3 285
Public Expenditure on Health (as % of GDP) 2004 3.9 2.4 1.8 6.3

Education Indicators 
 Gross Enrolment Ratio (%)       
      Primary School       -   Total 2007 101.5 99.6 106.0 101.0
      Primary School       -   Female 2007 98.3 92.1 103.2 101.0
      Secondary School  -   Total 2007 79.3 43.5 60.0 101.5
      Secondary School  -   Female 2007 86.0 40.8 58.0 101.0
Primary School Female Teaching Staff (% of Total) 2007 66.7 47.5 51.0 82.0
Adult Illiteracy Rate - Total (%) 2007 16.2 38.0 21.0 1.0
Adult Illiteracy Rate - Male (%) 2007 10.6 29.0 15.0 1.0
Adult Illiteracy Rate - Female (%) 2007 21.15 47.0 27.0 1.0
Percentage of GDP Spent on Education 2005 6.8 4.5 3.9 5.9
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Environmental  Indicators 
Land Use (Arable Land as % of Total Land Area) 2005-08 9.7 6.0 9.9 11.6
Annual Rate of Deforestation (%) 2000-08 -9.3 0.7 0.4 -0.2
Annual Rate of Reforestation (%) 2000-08 … 10,9 … …
Per Capita CO2 Emissions (metric tons) 2005-08 0.3 1.0 1.9 12.3
        
Sources  :  ADB Statistics Department Databases;  World Bank: 
World Development Indicators;           

UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country 
Reports 

  
        

Note  :    n.a. : Not  Applicable ;  … : Data Not Available;       

      

      
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
Annex 11 

PEFA Indicators for Cape Verde 
 

 A. Public Finance Management Out-Turns: Credibility of the Budget Score 
PI-1 Aggregate expenditure out-turn compared to original approved budget A 
PI-2 Composition of expenditure out-turn compared to original approved budget B 
PI-3 Aggregate revenue out-turn compared to original approved budget B 
PI-4 Stock and monitoring of expenditure payment arrears B+ 

 B. Cross-cutting Issues: Comprehensiveness and Transparency Score 
PI-5 Classification of the Budget B 
PI-6 Comprehensiveness of information included in budget documentation A 
PI-7 Extent of unreported government operations B 
PI-8 Transparency of inter-governmental fiscal operations B 
PI-9 Oversight of aggregate fiscal risk from public sector entities D+ 
PI-10 Public access to key fiscal information C 

 C. Budget Cycle Score 

 C (i) Policy-based Budgeting:  

PI-11 Orderliness and participation in the annual budget process B+ 
PI-12 Multi-year perspective in fiscal planning and expenditure policy and budgeting C+ 

 C (ii) Predictability and Control in Budget Execution:  

PI-13 Transparency of taxpayers’ obligations and contributions B 
PI-14 Effectiveness of measures for tax-payer registration and tax assessment A 
PI-15 Effectiveness in collection of tax and customs payments D+ 
PI-16 Predictability in the availability of funds for commitment of expenditure C+ 
PI-17 Recording and management of cash balances, debt and guarantees C+ 
PI-18 Effectiveness of payroll controls B+ 
PI-19 Competition, value for money and controls in procurement B 
PI-20 Effectiveness of internal controls for non-salary expenditure B+ 
PI-21 Effectiveness of internal audit D+ 

 C (iii) Accounting, Recording and Financial Reporting:  

PI-22 Timeliness and regularity of accounts reconciliation B+ 
PI-23 Availability of information on resources received by service delivery units D 
PI-24 Quality and timeliness of in-year budget reports C+ 
PI-25 Quality and timeliness of annual financial statements C+ 
 C (iv) External Scrutiny and Audit:  

PI-26 Scope, nature and follow-up of external audit D+ 
PI-27 Legislative scrutiny of the annual budget law B+ 
PI-28 Legislative scrutiny of external audit reports D+ 

      Source: “Assessment of Public Finance Management in Cape Verde 2007: Based on the PEFA Methodology”, ECORYS 
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Cape Verde: Overview of Governance, Competitiveness and Business Climate 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Ease of… Ease of Doing 

Business 
(ranking in 2008) 

Ease of Doing 
Business 

(ranking in 2009) 

Change in 
Ranking 

Doing Business  143 137 -6 
Starting a Business  163 158 -6 
Dealing with Construction Permits 79 77 -2 
Employing Workers 169 152 -17 
Registering Property 124 128 +4 
Getting Credit  123 116 -7 
Protecting Investors 126 125 -1 
Paying Taxes 115 122 +7 
Cross-border Trade  56 54 -2 
Enforcing Contracts  40 41 +1 
Closing a Business 181 181 0 
Source: “Doing Business”, World Bank, 2009 

 
 

1 2 3 4 5 6 7 8 9 10 11

2005 4.5 4.5 4.5 3.5 4.0 4.0 4.5 4.5 4.5 4.0 4.0
2006 5.0 4.5 4.0 3.5 4.0 4.0 4.5 4.5 4.5 4.0 4.0
2007 5.0 5.0 4.5 3.5 4.0 4.0 4.5 5.0 4.5 4.0 4.0
2008 5.0 5.0 4.5 3.5 4.0 4.0 4.5 5.0 4.5 4.0 4.0

12 13 14 15 16

2005 4.0 4.0 4.0 4.0 5.0 4.21
2006 4.0 4.0 4.0 4.0 4.5 4.18
2007 4.0 4.5 4.5 4.0 5.0 4.36
2008 4.0 4.5 4.5 4.0 5.0 4.36

Source: AfDB/WB, 2008, CPIA

Year

Macro 
Economic 

Management

Fiscal Policy

D. Public Sector Management and Institutions

Efficiency of 
Revenue 

Mobilization

 Quality of 
Public 
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Worldwide Governance Indicators (WGIs)  
 

Year Governance 
Rating 

Rank  
(percentile) 

  (-2.5 to +2.5) (0-100) 

Voice and Accountability 2003 0.51 63.5 

 2008 0.95 75.5 

Political Stability 2003 0.97 80.8 

 2008 0.85 76.1 

Government Effectiveness 2003 -0.02 58.3 

 2008 0.05 57.3 

Regulatory Quality 2003 -0.21 46.3 

 2008 -0.02 53.1 

Rule of Law 2003 0.22 59.5 

 2008 0.51 66.0 

Control of Corruption  2003 0.32 65.0 

 2008 0.75 75.4 



 

 

 

Annex 13 
Map of the Republic of Cape Verde 

 

 
 
This map has been drawn by the African Development Bank staff exclusively for the use of readers of the report to which it is 
attached.   The names used and the borders shown on this map do not imply on the part of the ADB Group and its members 
any judgement concerning the legal status of a territory nor any approval or acceptance of its borders 

 
 




