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EXECUTIVE SUMMARY
1.
Propelled by almost 20 years of sustained growth, Cabo Verde achieved low middle-income
country (MIC) status in 2007, one of the first African countries to do so. The economy grew by about
seven percent, on average, between 1990 and 2008, driven by strong public investment in infrastructure,
foreign direct investment (FDI) in tourism, strong support from official development assistance (ODA), and
high levels of remittances. The combination of these factors enabled a sharp increase in per capita income
and a substantial rise in the country’s standard of living, with poverty falling from 58 percent in 2001 to
35 percent in 2015. Progress slowed, however, with the onset of the global financial crisis in 2008.
2.
The impact of the 2008 crisis on Cabo Verde’s growth trajectory was heightened by the
country’s undiversified economy. Tourism and FDI from Europe fell sharply, dampening those key drivers
of growth. In response, the Government implemented an ambitious countercyclical public investment
plan, which enabled continued poverty reduction despite a shrinking economy. These measures were,
however, less effective in reigniting growth, which hovered around 1.1 percent between 2009 and 2015.
Per capita income also stagnated during this period, while the expansionist fiscal strategy, combined with
subsidies to loss-making state-owned enterprises (SOEs), fueled the deficit and public debt, which
skyrocketed to 128 percent of gross domestic product (GDP) in 2016. The combination of high debt, strong
state presence in the economy, and small population spread over the archipelago created a challenging
environment for private sector development and economic growth.
3.
Since 2016, the resumption of growth, combined with fiscal consolidation efforts, have helped
to strengthen public sector finances. Driven mostly by private domestic consumption and investment,
growth has averaged 4.5 percent over the past three years; tax revenue has expanded by 4.5 percent since
2014 due to harmonization and widening of the tax base; and public expenditures have been contained.
As a result, the debt level fell to around 126 percent of GDP in 2017, the first decline in 10 years. Once
firmly on this recovery path, the Government then began to address more fundamental macro issues,
including limited growth on all but two islands, high debt and vulnerability to shocks, high unemployment
(12.2 percent overall and 32 percent for youth), poor education outcomes (especially in learning
achievements), and lower than expected private sector investment.
4.
In response to these challenges, the Government launched an ambitious development strategy
for 2017-2021, the Strategic Plan for Sustainable Development (Plano Estrategico de Desenvolvimento
Sustentavel, PEDS), which aims to position Cabo Verde as a services and transport hub between Europe
and West Africa. While the Government acknowledges the continued importance of tourism to the
country’s economy, the PEDS envisions that the most rapid and sustainable growth will be generated by
Cabo Verde becoming a hub economy in the mid-Atlantic; that is, an economy based on the circulation of
people, goods and information and the provision of IT and logistics services.
5.
The FY20-25 Country Partnership Framework (CPF) will support the Government’s strategy
through highly selective interventions focused on key enablers of specific sectors where Cabo Verde’s
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potential competitive edge is the highest in the region, and where the World Bank Group (WBG)2 has a
comparative advantage. The CPF has four objectives under two Results Areas:
6.
Results Area I (RA-I), Accelerate human capital for inclusive, services-led growth, will focus on
catalytic investments to prepare the workforce for an economy based on the provision of high-quality
services. Objective 1 will support Enhanced basic education and skills for present and future jobs, and
Objective 2 will support Social protection and productive inclusion.
7.
Results Area II (RA-II), Strengthen the environment for a more diversified economy, will focus on
continuing structural reforms and investments to attract private investment, promote sustainable growth
and build connectivity, both physical and digital. Objective 3 will support Improved fiscal and
macroeconomic resilience, and Objective 4 will Improve the foundations for private sector-led growth.
8.
In keeping with World Bank Group best practice, the CPF program has a flexible design to allow
for quick adaptation to evolving circumstances. This adaptable design, along with an extended six-year
timeframe—three years longer than the 2015-2017 Country Partnership Strategy—will allow for the
program to give due consideration to local political economy concerns, while providing necessary support
to the Government in carrying out difficult reforms. To support this flexible approach, each project
supported under the CPF will include iterative beneficiary monitoring of projects3 and feedback loops to
measure both the pace of implementation and the impacts of supported actions. These innovative
instruments will allow for experimentation while maintaining a result focus, by identifying which
approaches are most effective and redirecting resources toward those activities.
9.
The CPF will build on the current World Bank Group portfolio in Cabo Verde, while increasing
its impact by adding a limited number of new operations in line with the comparative advantage of its
agencies. As of August 2019, the portfolio consisted of six active IDA lending projects totaling US$106
million, one operation in the areas of state-owned enterprise (SOE) reform, access to finance, transport,
tourism, social protection and education. These operations will be continued under the CPF. In addition,
a Catastrophe Deferred Drawdown Option (Cat-DDO) to strengthen the country’s capacity to manage
disasters was approved by the Board in late FY19. The first tranche of the Development Policy Operation
(DPO) series, targeting structural reforms, was approved in late FY19. The Bank is preparing the second
tranche of the series, planned for FY21. Looking ahead, and building on recent successes, the CPF intends
to concentrate about half the expected US$1504 million in new IDA funding on a series of yearly DPOs
The World Bank Group consists of International Bank for Reconstruction and Development and, for the poorest
countries, the International Development Association (IBRD/IDA); the International Finance Corporation (IFC),
which facilities private sector financing for development; and the Multilateral Investment Guarantee Agency
(MIGA), which provides political risk insurance and credit guarantees for private investments mobilized in
connection with World Bank operations. When the agencies coordinate their interventions in a country or for an
objective, they are collectively referred to as the WBG.
3
https://olc.worldbank.org/content/poverty-equity-note-4-iterative-beneficiary-monitoring-adaptive-approachenhancing
4
Projected resources are indicative only and based on current IDA18 levels. Actual IDA allocations will depend on
overall IDA’s commitment authority for IDA19 and IDA20 replenishments (covering the CPF period) and changes in
the variables affecting Cabo Verde’s performance-based allocations relative to other IDA countries (such as
population, GNI per capita levels, CPIA and portfolio performance).
2
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aimed at further supporting the Government’s reform agenda. The remainder of the funding will support
a limited number of large new investment operations, as well as Additional Financings (AF) to expand
existing operations in areas critical to the Government’s vision of establishing Cabo Verde as a hub
economy. In particular, a new investment operation, possibly results based, in combination with the DPO
series and operations in education, will aim at strengthening both human capital and public sector
performance. The CPF also provides opportunities for IFC and MIGA to intervene based on the respective
types of products each institution offers. IFC is currently providing investment and advisory services to
the national banking sector and will look for ways to encourage private investment in tourism and in
public-private partnerships (PPPs), as opportunities arise from the Government’s SOE reform agenda.
MIGA is currently exploring opportunities to support private investment in the country, including in
transport infrastructure, energy and the telecoms and tourism sectors.
10.
The CPF’s emphasis on cascade principles aims to increasingly leverage private investment in
support of the Government’s program, with the aim of maximizing the resources available for achieving
the Government’s policy objectives.5 The cascade approach depends on improving the environment for
private investment. Under the CPF, this will entail: (a) support, through the DPO series, for privatization
of SOEs in sectors where private capital could eventually play a more efficient role, most notably in energy
and transport; (b) creating a more conducive investment climate, through (a) Doing Business reforms; (b)
the provision of key business services such as a guarantee fund for financial institutions that lend to micro,
small and medium enterprises (MSMEs); and (c) technical assistance in the tourism sector. In addition, to
further leverage IDA and IBRD funding to the Government of Cabo Verde, the Bank will seek close
cooperation and/or complementarity with other donors, including Luxembourg, Portugal and the African
Development Bank.
11.
The overall risk to successful achievement of outcomes under the CPF is Substantial. As a Small
Island Developing State (SIDS) and an open economy, the country remains vulnerable to a range of
shocks6. With the Government undertaking important reforms to improve the country’s fiscal position
and accelerate inclusive development, however, the medium-term outlook is positive. GDP growth is on
an upward trend as a result of ongoing structural reforms and positive forecasts with main trading
partners. The Government has also shown a strong commitment to reducing debt. Overall, however, the
pace of reform has remained slow, in part as a result of implementation capacity constraints. Based on
the above, the risk rating of this CPF is assessed as Substantial.

COUNTRY CONTEXT
12.
Cabo Verde is a low middle-income economy with a per capita income in 2018 of US$3,450
(Atlas method). The country is a volcanic archipelago of 10 islands and 8 islets about 550 kilometers off
the coast of Senegal. The economy is largely driven today by large beach resorts on two islands, but
overall, the main natural asset of the country still has a large margin for further opportunities. Services
The cascade approach, sometimes called Maximizing Finance for Development (MFD), seeks to draw on sustainable
private sector solutions to provide value for money and meet the highest environmental, social, and fiscal
responsibility standards allowing to focus scarce public financing for those areas where private sector engagement
is not optimal or available.
6
Financial, trade and climate
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account for roughly 74 percent of economic activity and 65 percent of labor force participation. Tourism
plays a dominant role in the economy, at 45 percent of GDP and 39 percent of employment. Cabo Verde’s
culture reflects a fusion of many traditions, expressed in its creole language and distinctive music and art.
Despite its stunning beauty, the country has limited natural resources and an arid climate and suffers from
water shortages and cycles of long-term drought, which have contributed to large-scale emigration. The
diaspora population is larger than the population of the country.
13.
Cabo Verde is a stable political democracy with a free press, rule of law, and peaceful transitions
of power. The governance model allows for checks and balances, with the Parliament in control of most
governmental actions and the President of the Republic acting as guardian of the Constitution.
Presidential and parliamentary elections are held every five years and are widely recognized as free and
fair.7 Since gaining its independence from Portugal in 1975, the political landscape has been dominated
by two parties, one of socialist aspirations, the Partido Africano da Independência de Cabo Verde (PAICV),
the other of liberal or market orientation, the Movimento para Democracia (MpD). Both parties are
moderate and have alternated in holding the presidency, with differing impacts on the economic
orientation of the country. Structural reforms, including the privatization of public enterprises, started in
1992 under the MpD; then in 2001, under the PAICV, the state increased its presence in the economy. The
last elections in March 2016 saw a return of the MpD to power, which embarked on a program of
structural reforms accompanied by a fiscal policy promoting private investment and economic
competitiveness.
A. Recent Economic Developments
14.
Cabo Verde’s economic development since independence has been remarkable. GDP per capita
almost quadrupled from US$840 in 1989 to US$3,450 in 2018, with an annual average growth of around
5.1 percent, due mostly to the rapid growth of services. Tourism played a catalytic role in the development
of other key sectors, including construction, transport, food services and hospitality. As a result, the
country graduated to middle income status in 2007.
15.
Following the 2008 global financial crisis, however, the country experienced a protracted
slowdown and struggled to maintain growth rates above one percent between 2009 and 2015. The
deceleration of economic growth was marked by a sharp decline in FDI, which was only partly
compensated by an increase in debt-financed countercyclical public investments in energy, roads, airports
and ports. However, with the country’s small fiscal multiplier, the massive public investment program
failed to reignite growth. On the contrary, this expansionary budgetary policy, which included financial
support to loss-making SOEs, resulted in a rapid accumulation of public debt, which rose from 62 percent
of GDP in 2007 to a peak of 128 percent of GDP in 2016.
16.
Since 2016, growth has regained its momentum, reaching a preliminary rate of 5.1 percent in
2018, driven mostly by private domestic consumption and investment, particularly in the electricity,
water, real estate, commerce and tourism sectors. This favorable performance has been achieved despite
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a deep contraction in agriculture since 2017 linked to severe droughts. Overall, however, the weight of
tourism in the economy, at 45 percent of GDP, remains a source of vulnerability.
17.
The Government’s efforts at budgetary consolidation to reduce budgetary imbalances are
paying off. Tax revenue has expanded by 4.5 percent since 2014, reaching 21.9 percent of GDP in 2018,
thanks to harmonization of value-added tax (VAT) rates at 15 percent across all sectors; the introduction
of new taxes on tourism and ecological-related activities and the introduction of electronic filing as part
of ongoing efforts to improve tax administration and reduce tax evasion. Along with rising revenues, total
public expenditure has remained contained, increasing by only 0.3 percentage point between 2014 and
2018. Moreover, its composition has changed in favor of current spending (transfers and subsidies), while
capital spending has declined from its peak of 15 percent of GDP in 2010 to 4.4 percent in 2018. The
increase in tax revenues and the containment of public expenditure also led to a reduction of the
budgetary deficit from 7.6 percent of GDP in 2014 to 2.8 percent in 2018. Overall financing needs,
including on-lending to SOEs and recapitalization, fell from 10.9 percent of GDP to 2.8 percent over the
same period.
18.
At the same time, the current account deficit has been reduced with the resumption of export
growth (mainly fish exports to Europe) and a decline in food imports, which has improved the trade
balance. After increasing from 3.2 percent of GDP in 2015 to 6.6 percent of GDP in 2017, the current
account deficit fell to 4.5 percent in 2018. This improvement also reflected reduced income and interest
outflows by foreign-owned companies, as well as strong tourism receipts and private remittances. The
current account deficit continues to be financed mainly through official inflows and sustained FDI,
primarily to the tourism and construction sectors, which have allowed the authorities to maintain a solid
buffer of international reserves, representing 5.1 months of imports in 2018.
19.
Inflation in Cabo Verde has been subdued, providing space to relax monetary policy and support
growth. Inflation was about 1.3 percent in 2018, up slightly from 0.8 percent in 2017, reflecting higher
transport and energy prices, which were only partly offset by lower food and clothing prices. With
relatively low inflation expectations and limited pressure on the euro peg since 2014, the Central Bank
has maintained an accommodative monetary policy. The main policy rate was lowered by 200 basis points
to 1.5 percent in 2017, and the reserve requirement from 15 to 13 percent in January 2018. With the euro
peg, monetary and exchange rate policy are tied to developments in Europe, although the Portuguese
Treasury provides access to a short-term credit facility to strengthen the country’s foreign exchange
reserves in the event of adverse shocks.
20.
Legacy issues from the 2008 global financial crisis, however, continue to affect Cabo Verde’s
financial system. Asset quality, which deteriorated due to the downturn in the tourism and real estate
sectors, remains a concern for the banking system, though prudent measures are in place. As of end 2018,
non-performing loans (NPLs) represented 12.2 percent of total loans, down from 17.5 percent in 2017,
but still much higher than the Sub-Saharan Africa (SSA) average of 6.2 percent and the global lower
middle-income average of 4.2 percent. However, provisions for NPLs remain quite strong, at about 60
percent in most banks. Furthermore, commercial banks, mostly foreign owned, maintain a high capital
adequacy ratio—greater than 18 percent in 2018, which is well above the Basel II minimum capital
requirement of 8 percent and Cabo Verde’s regulatory minimum of 10 percent. Liquidity is relatively high,
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particularly in the smaller and newer banks, and relies heavily on deposits of remittances. The Central
Bank’s latest stress tests of the largest domestic banks, however, show a high susceptibility to credit risk,
particularly in the housing, construction, tourism and public works sectors. Some of these banks have also
lost their correspondent relationships with international banks (as part of the global “de-risking” trend by
large international banks), which has led to an increase in the cost of international transactions. The
banking sector overall is still constrained by low profitability and high operating costs.
21.
With public debt still high, the Government has initiated a number of decisive steps to further
boost revenues and gradually reduce subsidies to loss-making SOEs. To boost revenues, the
Government’s measures include: (a) restricting fiscal and customs benefits for some financial institutions
as part of an effort to reduce tax expenditures; and (b) increasing excise tax rates for tobacco and select
categories of alcohol. The authorities are also planning other measures to streamline tax expenditures
while strengthening the tax and customs agencies to improve fiscal efficiency and fight tax evasion. To
this end, the Government is developing a data-matching platform to detect tax fraud, reinforce arrears
recovery, and strengthen the technical skills and capacity of the tax and customs units. To reduce subsidies
to SOEs, the authorities have launched an ambitious plan to restructure and privatize 23 SOEs, notably in
energy and transport (the national airline has already been partially privatized, with inter-island transport,
ports and airports to follow). The unit in the Ministry of Finance responsible for oversight and monitoring
of SOEs is also being strengthened to improve governance and transparency and further mitigate fiscal
risks.
22.
Real GDP growth is projected to average 5 percent over 2019-2022 as a result of ongoing
structural reforms. The Government is implementing significant reforms to improve the quality of growthenhancing essential services in infrastructure and enhance digital and transport connectivity. Continued
strengthening in the services sector is essential to drive economic growth and transform the country into
a services hub. The Government also aims to enhance the sustainability of the tourism sector by reducing
its reliance on European arrivals. As a first step, in March 2019, Cabo Verde Airlines launched new flights
connecting several countries in West Africa to Europe and North and South America, with the option to
stay over in Sal8. As new routes are developed, the tourism sector will benefit from increased and more
diverse visitor arrivals. In addition, the ongoing construction of several hotels across the archipelago
should support job creation and further stimulate economic activity. In parallel, efforts to improve the
attractiveness of the sector, including the 2018 approval of visa-free access for most European visitors,
are expected to start yielding benefits. Furthermore, transportation and distribution activities should
expand in the context of the recently awarded maritime concession for inter-island transportation, which
aims to broaden and improve the range and reliability of maritime services offered to both tourists and
business users. These reforms are expected to play a major role in deepening the linkages between the
tourism sector and local goods and services produced across the archipelago. In the fisheries sector, the
signing of the long-awaited fishing agreement with the European Union will also boost activity.
23.
On the demand side, investment in transport, tourism, energy and ICT linked to ongoing and
planned structural reforms will drive and accelerate growth either by increasing consumption of those
services or by freeing Government resources to be spent on other programs. These reforms will be
8

Sal is one of the islands of the archipelago, home to the busiest airport of Cabo Verde.

6

anchored in the strong pipeline of projects aimed at expanding and modernizing the operation of several
important SOEs through public-private partnerships (PPPs), direct sale and concession arrangements. The
proposed DPO series supports some key aspects of these SOE reforms. Consumption will be supported by
continued increases in remittances, including from the USA.
24.
Although growth is projected to gradually rise to five percent over the medium term, continued
attention to downside macroeconomic risks is warranted. Internal risks may come from a slowdown in
the pace of reform, especially SOE reform. External vulnerabilities could be exacerbated by higher than
anticipated commodity prices, slowdown in the Euro area, tighter global financial conditions, and natural
disaster shocks. Indeed, the latest joint WB/IMF Debt Sustainability Analysis (DSA9) concluded that Cabo
Verde’s risk of external debt distress remains high. The present value of public and publicly guaranteed
external debt to GDP reached 61.9 percent in 2018, breaching the 55 percent threshold applicable to
countries such as Cabo Verde that have strong policy performers for two consecutive years (Figure 1,
panel A). Moreover, the DSA shows that the present value of total public debt to GDP will remain above
the 70 percent benchmark until 2025. These breaches point to a high risk of debt distress (Figure 1, panel
B). Prudent debt management, with a strong focus on concessional borrowing, remains essential to
maintain debt service ratios at manageable levels. Debt risks are compounded by the existence of nonguaranteed domestic debt contracted by SOEs, which is not included in the debt coverage of the DSA.
Building on the recently approved debt legislation supported by the DPO series, efforts are being made to
increase transparency in debt recording by broadening the coverage of contingent liabilities under
Component 2 of the recently approved SOE-Related Fiscal Management Project (P160796).

9

https://www.imf.org/en/News/Articles/2019/03/26/pr1997-cabo-verde-imf-staff-completes-2019-article-iv-mission
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Figure 1. Debt Sustainability Analysis: Public and Publicly Guaranteed External Debt and Public Debt Indicators
(2018-2038)
Panel A: Public and Publicly Guaranteed External Debt

Panel B: Total Public Debt
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Figure 1, panel A: Present values. Source: Joint Debt Sustainability Analysis 2019, IMF and WBG estimates and
projections.
Note: Extreme shock refers to the most extreme stress test, which includes a shock to both GDP and the exchange
rate. Baseline forecast refers to a business-as-usual case without reform. The scenario looks at fiscal performance
over time.

25.

The table below provides historical series on a selection of key economic indicators.
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Table 1: Select Economic Indicators
2014

2015

Income and prices

2016

2017

2018e

2019p

2020p

2021p

2022p

2023p

2024p

Annual change unless otherwise indicated

Real GDP growth

0.6

1.0

4.7

3.7

5.1

5.0

5.0

5.0

5.0

5.0

5.0

CPI Inflation

-0.2

0.1

-1.5

0.8

1.3

1.2

1.6

1.6

1.8

1.8

1.8

Fiscal Accounts

Percent of GDP, unless otherwise indicated

Revenues

22.9

26.9

26.6

28.6

28.1

31.7

30.4

28.9

28.8

28.8

28.8

Expenditures

30.5

31.4

29.6

31.5

30.9

33.9

31.8

30.1

29.8

29.7

29.6

Primary balance

-5.4

-2.0

-0.5

-0.4

-0.3

0.7

1.0

1.2

1.2

1.2

1.2

Overall fiscal balance

-7.6

-4.6

-3.0

-3.0

-2.8

-2.2

-1.5

-1.2

-1.0

-0.9

-0.8

Public Debt

115.9

126.6

128.4

127.0

123.9

121.4

116.8

111.0

104.6

98.5

92.7

External

89.0

97.7

96.7

94.9

91.0

89.3

86.3

82.1

77.0

72.7

68.2

Domestic

26.9

29.0

31.7

32.1

32.9

32.1

30.5

28.9

27.6

25.9

24.6

Current Account Balance

-9.1

-3.2

-3.9

-6.6

-4.5

-4.2

-4.1

-4.1

-3.9

-3.6

-3.6

Exports

48.0

41.3

43.0

46.1

48.8

49.9

51.4

53.6

55.7

58.0

60.4

Imports

66.4

56.7

60.2

67.7

68.1

69.1

70.3

71.6

72.8

74.1

75.4

Foreign Direct Investment

9.0

7.0

7.1

5.6

4.0

4.0

5.5

6.7

6.7

6.7

6.9

Gross reserves in months of imports

6.2

6.0

6.1

5.5

5.1

5.3

5.3

5.3

5.3

5.4

5.4

0.2

1.8

2.4

4.4

1.9

3.0

3.3

3.4

3.5

3.6

3.6

7.8

5.9

8.4

6.5

1.4

7.0

6.3

6.0

6.4

6.4

6.4

38.0

38.5

37.7

36.8

36.7

36.6

36.6

36.6

36.6

36.6

36.6

154.4

158.7

165.8

173.1

184.7

197.8

211.1

225.3

240.9

257.6

275.6

420

453.3

536.2

522.7

531.1

596.6

645.8

704.1

767.2

838.7

911.3

Public Debt

Balance of Payment

Selected Monetary Accounts
Credit to the economy (change in
percent of broad money)
Broad Money (percent change)
Emigrant deposits/total deposits
(percent)
Memorandum items
GDP (nominal – billion CVE)
Gross international reserves (Euro
millions)

Percent of GDP, unless otherwise indicated

B. Poverty Trends and Poverty Profile
26.
Cabo Verde has made headway in reducing poverty and inequality and improving human
development outcomes over the past 20 years. Using the national poverty line of US$5.60 per day
(purchasing power parity), the incidence of poverty fell from 58 percent in 2001 (when poverty
measurements began) to 35 percent in 2015. Extreme poverty, using the national poverty extreme line of
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US$2.90 per day, dropped by two-thirds to 10 percent during this period. With an overall poverty
reduction rate of 3.6 percent a year, Cabo Verde outperformed all other African countries during this
period. Even after the financial crisis of 2008, poverty and inequality continued to fall, albeit more slowly,
with the consumption-based Gini index dropping from .53 in 2001 to .42 in 2015—a level that is relatively
high but slightly better than the SSA average. Poverty reduction was slowest on the poorest islands from
2001 to 2007, but highest on these islands from 2007 to 2015, suggesting a reduction in spatial inequality.
Poverty in rural areas fell more rapidly than in urban areas, partly due to rural migration to cities.
27.
Poverty reduction during 2007-2015 was driven by a number of factors, including: (a) income
growth of those active in the services sector; (b) income growth of the poor who depend on agriculture
and fisheries for their livelihoods, as a result of public investment in rural infrastructure such as roads,
electricity, dams and small-scale irrigation systems; (c) growth of the industrial sector, including
construction and fish canning; and (d) improved welfare among the unemployed and inactive—most likely
due to robust remittances, which grew from 8 percent of GDP in 2009 to almost 13 percent in 2015 and
leveled off at 12 percent in 2016 and 2017. Non-monetary poverty also dropped between 2010 to 2015.
Life expectancy increased from 72.8 to 73.5 years10, the highest in Sub-Saharan Africa after Mauritius.
Similarly, maternal mortality fell from 51 per 100,000 live births to 42, and infant mortality fell from 23.3
to 20.7 per 1,000 live births in the same period. Cabo Verde’s ranking on the UN Human Development
Index rose from 132nd out of 187 countries in 2013 to 122nd of 188 countries in 2015. It was among the 30
best-performing countries in achievement of the Millennium Development Goals. However, the country
has not yet been ranked on the Human Capital Index11 launched in 2018, as it lacks harmonized data on
learning outcomes.
28.
Recent data and gender diagnostics12 indicate that Cabo Verde performs relatively well across
a range of gender indicators related to human development, including maternal health, fertility and
girls’ access to primary and secondary education. Although adolescent fertility remains relatively high, it
has dropped during the past 13 years. On the Global Gender Gap Index, Cabo Verde ranks among the
world’s best in the “health and survival” and “school enrollment” dimensions. However, traditional social
norms have impeded the country from translating progress in these areas into women’s economic
empowerment. Cabo Verde ranks only 115th out of 149 countries on “economic participation and
opportunity for women” on the Gender Gap Index.
29.
Even with the reduction in poverty, social exclusion remains a challenge for the poor and
extremely poor, most of whom survive from informal activities. This is particularly true for those who
are inactive (not working and not looking for work, the largest group of the extremely poor), and those
who depend on the agriculture sector (16 percent of the poor and 24 percent of the extremely poor). In
2015, 38 percent of the extremely poor and 34 percent of the poor lived in a household where the main
provider was inactive. Poverty is spatially concentrated: 80 percent of the extremely poor live on the
10

In 2017, expectancy for women was 74.91 years and for men 70.86 years

11

The Human Capital Index (HCI) allows the ranking of all countries based on harmonized data at the global level in the
following areas: (i) probability of survival to Age 5; (ii) expected years of schooling; (iii) harmonized test scores / learning
outcomes; (iv) survival rate from Age 15 to 60; and (v) fraction of children under 5 not stunted.
12

Source: Afrobarometer. “Online Data Analysis Tool.” R5 2011/2013 and R6 2014/2015.
http://www.afrobarometer.org/online-data-analysis/analyse-online
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islands of Santiago, Fogo and Santo Antão, which are home to 73 percent of the population. Even within
these islands, spatial inequality is high. Many of the extremely poor live in urban areas such as Praia on
Santiago (7 percent) or in Mindelo on Sao Vicente (7 percent). Looking ahead, it is likely that poverty will
increasingly be an urban phenomenon: Praia is the only municipality in which poverty did not drop during
2007-2015, and the proportion of the poor who live there rose from 15 percent in 2007 to 22 percent in
2015.
30.
Youth unemployment is high: in 2016, 41 percent of 15-24 year-olds were unemployed. Most
unemployed youth live in urban areas, where they are at high risk of social exclusion, even if they are only
somewhat poorer than the surrounding population. Lack of participation in the labor market can lead to
feelings of isolation and low self-worth, which can give rise to antisocial behaviors and undermine social
cohesion. The lure of urban gangs competes with school attendance, and juvenile criminality is growing.
Some data indicate that discontent and dissatisfaction are rising.13
31.
Despite the good performance of girls and women on human development indicators, poverty
has a strong gender dimension. Forty-three percent of the extremely poor live in households where a
single mother is the only breadwinner, compared to 29 percent for Cabo Verde as a whole. Many children
grow up in situations of orfão de pai vivo, meaning that a child has a living father but receives no support
from him. This situation particularly affects children in poor and extremely poor households. While
teenage pregnancies have dropped (from 15 percent of 15 to 19-year-old women in 2005 to 12 percent
in 2018), they remain an important cause of the persistence of single female-headed households. In
addition, gender norms burden women with almost complete responsibility for domestic chores and
family care, restricting their participation in the labor market and severely reducing their agency. Labor
market discrimination and lack of affordable child care play important roles in this situation. Poorer
population groups are caught in a poverty trap: they face the highest unpaid workloads, limiting the time
they have available for productive work, improve their skills or look for employment. Of equal concern
are the poor and excluded groups in rural areas that lack access to land and other productive assets.
Women are particularly affected due to unclear land rights in agricultural areas. The weak monitoring and
assessment of programs designed to help these people are a barrier to strengthening efforts aimed at
building the asset base of the poorest groups.
32.
The country has experienced 150 years of significant outmigration, and Cabo Verdean diaspora
communities have emerged in more than 25 countries across Europe, Africa and the Americas. At
around 700,000, the diaspora is estimated to be substantially greater than the domestic population, which
was around 550,000 in 2017. The majority of migrants settle in Portugal, France and the United States,
where they continue to play an important role in Cabo Verde’s development through remittances and
investment as well as transfers of technology, know-how and entrepreneurial activity. With the increasing
incomes of the domestic population, remittances have decreased in relative importance, from around 20
percent of GDP in the 1990s to just above 10 percent (US$200 million) in recent years. Most remittances
are transferred through the banking system, mainly in the form of deposits. While banks have been able

13

Terrazas, Aaron. 2010. Diaspora investment in developing and emerging country capital markets: patterns and
prospects. Migration Policy Institute.
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to channel some share of these funds into investment, most are immediately withdrawn by recipients to
meet living expenses. However, remittances represent only a small fraction of the potential private
financial flows. Evidence shows that the diaspora holds substantial financial assets in the form of savings
and retirement accounts, property, and debt and equity.14 Mobilizing this wealth has become particularly
important for Cabo Verde because the country can no longer rely on traditional external financing such
as official development aid (ODA) to fund its budget deficits and economic development activities.15,16
33.
The CPF will support the development of a database on the skills of Cabo Verdean migrants, with
a view to mobilize their expertise, networks and financial resources for development projects. For
example, the proposed ICT project is likely to include a component that aims at mobilizing diaspora ICT
experts.

DEVELOPMENT CHALLENGES
34.
The 2018 Systematic Country Diagnostic (SCD) for Cabo Verde identified five broad categories
of binding constraints to achieving the WBG’s twin goals of sustainably reducing extreme poverty and
raising the welfare of the poorest 40 percent of the population. These binding constraints are: (a) risks
to macroeconomic stability; (b) underperformance of the public sector; (c) inadequate connectivity; (d)
inadequate human capital; and (e) lack of resilience to economic and environmental shocks (Figure 2).
Figure 2. SCD Findings – Priority Constraints to Poverty Reduction and Inclusive Growth

Source: Systematic Country Diagnostic for Cabo Verde.

14

Ratha, Dilip and Sanket Mohapatra. 2011. Preliminary estimates of diaspora savings. Migration and Development
Brief 14, World Bank.
15
Rambarran, Jwala. 2017. Launching a diaspora bonds programme in Cabo Verde. Report prepared for UNDP.
16
Equal to about 85 percent of the country’s annual GDP of US$1.6 billion each year for five years. Not clear –
deficits or development activities equal 85 percent of GDP?
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35.
Based on the SCD analysis and on the dialogue with the Government, development partners
and other stakeholders, the CPF identified the need for diversification of the economy as key to
sustaining a higher growth path while increasing inclusion and reducing vulnerability. Though tourism
is expected to remain an important engine of growth, Cabo Verde also needs to diversify its tourism
offerings and develop other sectors in which the country has a competitive advantage, and which can
provide expanding opportunities for high-quality jobs. To sustain its strategy of becoming a services-based
hub economy, which may have to face intense competition from other countries of the region in specific
sectors, the Government will need to develop an enabling ecosystem in two important areas: improving
the environment for a more diversified economy, and nurturing the talents and skills needed to drive the
growth of the hub economy.
36.
Under these two areas of focus, the country faces four priority development challenges to
achieving its vision:
a. Supporting a more vibrant and inclusive private sector. Outside of large-scale tourism, Cabo
Verde’s private sector consists mainly of individuals and micro and small enterprises (MSEs)
operating at low levels of productivity and high levels of informality. The development of a wellfunctioning private sector has been constrained by the lack of business skills; lack of access to
credit; high cost and poor quality of electricity and transport; lack of connectivity; insufficient
protection of minority investors; and legal and bureaucratic hurdles to starting a business,
resolving insolvency and trading across borders. Further, private sector activity is crowded out by
large and inefficient SOEs, which still dominate a significant share of the economy. As a result,
Cabo Verde’s ranking on the Doing Business Index has been declining in recent years. Once
considered a top reformer in Africa, Cabo Verde now ranks 131st out of 190 countries, below the
average of its structural peers. In response to these challenges, the Government has embarked
on an ambitious program to improve the quality and lower the cost of key services, improve
insolvency legislation and banking services, and reform the legislation governing SOEs.
b. Improving the macroeconomic situation and reducing fiscal risk. Despite efforts to improve the
fiscal situation (see Recent Economic Developments, above), the country’s exposure to adverse
economic shocks remains substantial compared to other Small Island Developing States, which
undermines the confidence of investors. The high level of debt accumulated during 2010-2015
continues to constrain the country’s ability to respond to economic shocks. At the same time,
internal downside risks may come from a slowdown in the pace of reform, notably the SOE reform
agenda. Other exogenous vulnerabilities with potential impacts on public finance include natural
disasters such as hurricanes, flooding and volcanic eruptions. While the Government has recently
improved its disaster response readiness, these challenges are expected to worsen in the face of
climate change.
c. Strengthening social protection and enabling economic inclusion. Poverty and exclusion remain
barriers to implementing the new development model. The lack of productive assets and relevant
skills, especially among the youth, is undermining social cohesion and a common vision of the way
forward for the country. Further, the lack of family care services is restricting the participation of
women, including educated women, in the labor market. The country has a relatively high level
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of spending on social assistance and social protection programs (more than five percent of GDP).
However, the system is fragmented and poorly targeted, coverage of the poorest remains
insufficient, and there is not enough focus on building the productive assets of the poor through
productive inclusion activities. Moreover, the implementation of social programs is the
responsibility of the municipalities, which have limited capacity for managing them effectively or
for monitoring and evaluating their impacts. To address these challenges and find a sustainable
path to inclusion, the Government has, with World Bank support, expanded its recently created
Unified Social Registry (USR) and piloted a new Rendimento Social de Inclusão program, which
includes productive inclusion initiatives and family care services.
d. Improving basic education and job skills. Countries that have successfully transitioned to highincome status have emphasized the quality and coverage of primary and secondary education and
the acquisition of job skills. In Cabo Verde, while primary school completion is universal, learning
is insufficient, leading to a high percentage of repeaters (23 percent) and to a survival rate to the
last grade of lower secondary (77 percent) close to 8 percentage points lower than the country’s
aspirational peers. To address the education and skills deficit in the country, the Government has
been promoting innovation and technology, digital skills and school readiness. Education reforms
also aim to foster the development of an entrepreneurial mindset (problem solving, creative
thinking) among Cabo Verdean youth. The implementation, monitoring and evaluation of these
measures (notably through the Human Capital Index) will remain an important task.

WORLD BANK GROUP PARTNERSHIP STRATEGY
A. The Government Program
37.
The Government launched its 2017-2021 Strategic Plan for Sustainable Development (Plano
Estratégico de Desenvolvimento Sustentável, PEDS) in 2017. Its underlying vision is for Cabo Verde to
become a developed, inclusive and democratic country that is open to the world, modern, safe and
supportive of full employment and freedom. Its four strategic objectives are to: (a) transform Cabo Verde
into a hub economy in the mid-Atlantic; (b) achieve economic and environmental sustainability; (c) ensure
social inclusion and reduce inequalities and asymmetries; and (d) strengthen sovereignty, democratic
values and relationships with other countries to help meet its development challenges (Figure 3).
38.
The Government of Cabo Verde envisions an ambitious transformation of its economy to
address economic and social vulnerabilities and accelerate growth toward high-income status. The PEDS
aims to create the conditions for the country to become a modern, services-based economy anchored in
seven key sector hubs which build on the country’s strategic location and its human and natural
endowments. These key services-based sectors are tourism, maritime activities, air transport, commercial
and industrial activities, finance, digital services and innovation. Driven by these seven sectors, sustainable
and diversified growth in the country would come from the circulation of people, goods, and information.
To capture these opportunities, the PEDS includes measures to strengthen the private sector and create
a better-educated and more entrepreneurial workforce. This new approach is expected to generate highquality job opportunities and more spatially balanced and inclusive development.
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Figure 3. Cabo Verde’s Strategic Plan for Sustainable Development 2017-2021
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39.
The PEDS envisions a close monitoring of budget implementation and of the progress of each
component of the national program. The Government aims to strengthen the links among planning,
budgeting and delivery by assigning real budget resources to planned deliverables (including privatization
of SOEs) to create a fundamental basis for assessing the costs of service delivery. This would be made
visible through online dashboards to track efficiency. The recent revision of the Statistical Law will make
it easier to share and disseminate micro-data as part of a well-coordinated statistical system. The Law also
empowers the National Statistics Institute (INE) to receive, manage, verify the quality of, and share
administrative and survey data according to international quality standards. The Government has also just
adopted a new statistical development strategy, which spells out concrete steps and investment needs
for modernization of the statistical system. Tracking and improving the quality of service delivery would
also require putting in place beneficiary feedback systems through mobile devices and other
communication channels. This feedback would inform program managers and enable them to take timely
corrective action. Together with other forms of citizen engagement, the feedback systems could also
inform civil society and citizens about results and enable them to hold central and local government
accountable.
40.
The PEDS sets ambitious goals and seeks to mobilize considerable resources to finance 34
Government programs under three pillars: (a) the economy; (b) the social state; and (c) sovereignty. Key
targets include a solid 7 percent growth per annum, a reduction in unemployment to 9.7 percent, and a
decrease in poverty to 28.8 percent. To achieve these goals, the PEDS envisions an ambitious five-year,
US$4.3 billion program that aims to accelerate growth, building on ongoing support from the international
community and on greater involvement of the large and affluent Cabo Verdean diaspora, notably in
transfers of technology, know-how, and entrepreneurship. The strategy envisions that the diaspora would
also play a determinative role in promoting the country’s interests abroad. An immediate priority is to
strengthen Cabo Verde’s relationship with its traditional partners, in particular its SIDS peers, the
European Union, and other Lusophone nations.17 Despite its limited trade with Africa, Cabo Verde is also
considering developing closer ties with the other 13 members of the Economic Community of West
African States (ECOWAS) as well as other countries on the African continent.
B. Proposed World Bank Partnership Framework
Lessons Learned from Previous WBG Engagement
41.
Key lessons from the FY FY2015-2017 Country Partnership Strategy, as highlighted in the
Completion and Learning Review (CLR) (Annex 2), include:
•

The importance of an increased WB presence on the ground to facilitate dialogue with the
authorities and improve understanding of implementation challenges. The World Bank office in
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Cabo Verde currently holds the presidency of the Community of Portuguese Language Countries (CPLP). As Cabo
Verde was elected to presidency of CPLP, it appears the country’s relationship with Lusophone nations is strong.
Other traditional partners include Luxembourg, Spain and the United States. Multilateral partners include the United
Nations and UN agencies; the World Bank, IFC and International Monetary Fund; and smaller donors such as Kuwait,
Saudi Arabia and Angola.
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Praia, opened in July 2018, has already contributed to a more proactive dialogue and will improve
coordination of Bank interventions with Government bodies.
•

The importance of strong Government ownership of structural reforms, and the need for longterm engagement to reinforce that ownership. Through consistent dialogue, technical
assistance, financial incentives and stakeholder consultations, the World Bank Group (WBG) will
seek alignment with evolving Government priorities over the life of the CPF.

•

The need to take due account of the country’s political economy and limited institutional and
technical capacity to implement reforms. The CPF includes a robust risk-management framework
to allow the WBG to closely monitor political economy developments and undertake actions as
needed to manage risks.

•

The need for an extended timeframe and flexible approach to allow for results to mature and
for the program to adjust to emerging developments or implementation delays. The six-year
timeframe will allow for learning from experience and making adjustments to the program as
necessary.

•

The need to concentrate financial resources on fewer, more realistic operations in key sectors,
and use the right combination of support instruments, to achieve greater impact. The CPF
program was designed in consultation with development partners and focuses on areas,
objectives and instruments where the WBG has a comparative advantage. The small number of
operations allows for a more intensive, results-based focus.

•

The need to better assess the Government’s capacity and commitment to implement the SOE
reform agenda so as to create more space for private sector activity. The CPF will closely monitor
the progress toward creating an enabling environment to mobilize private capital, and
consequently the WBG (whether IDA, IFC, and possibly MIGA) will respond as opportunities arise.
Selectivity

42.
Implementing the broad and ambitious PEDS vision requires a strong focus on addressing the
constraints identified in the SCD, while improving the situation of the most vulnerable. The overlap
between the SCD and the PEDS defined a broad range of potential priority areas under the CPF. To
increase the selectivity of interventions, the CPF focus area were identified using the following filters: (a)
the limited capacity and resources available in the country; (b) the need to generate early positive
impacts; (c) consultations with the Government to prioritize actions in support of the PEDS; and (d) the
comparative advantage of the WBG (Figure 4).
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43.
The CPF will support the Government’s efforts
to address priority constraints in areas where the WBG
has a comparative advantage in the country. The WBG
has built a solid knowledge base and established
partnerships in the reform of the state-owned
enterprises, in transport, taxation, and energy. During the
previous CPS period, the Bank increased its engagement
in education, social protection, the financial sector and
tourism. A close dialogue with Cabo Verdean authorities
during preparation of the CPF has helped to narrow down
the specific areas where WBG support would have the
greatest impact. Note that Cape Verde is one of the six
pilot countries in Africa where the World Bank and IFC
have signed a Memorandum of Understanding in July
2019 whereby the local representative of the World Bank
in Praia can represent IFC at functions and identify
opportunities for IFC.

Figure 4. CPF Focus Areas—Where
Government Priorities, Constraints and WBG
Competitive Advantage Overlap

44.
Through this selectivity process, the WBG will support (a) Accelerating human capital
development, and (b) Strengthening the environment for a more diversified economy. The Government
is actively engaged in articulating and implementing programs that will help realize its vision in these two
areas and seeks both the technical and financial support of the WBG in that effort. To accelerate human
capital development, the Government seeks a major transformation of the education system to ensure
that future generations will have the skills, including entrepreneurial skills, needed to power the
envisioned modern services economy. At the same time, the Government seeks to create conditions that
improve opportunities and access for the vulnerable and excluded and reduce their reliance on social
assistance. To strengthen the environment for private sector development and drive economic
diversification, the Government is focused on building a more resilient macroeconomic environment
reducing the role of SOEs, notably through privatization, as well as through greater public expenditure
efficiency and the creation of buffers to manage shocks. A related Government priority is to improve the
quality and availability of services in support to private sector economic activity, including for MSMEs.
45.
Selectivity implies that some constraints and opportunities identified in the PEDS and the SCD
will not be targeted, and that the portfolio will be consolidated. There will be fewer and larger operations
for more impact in the selected areas of intervention. There will also be greater emphasis on yearly DPOs
targeting structural reforms, as well as greater emphasis on enhancing human capital development. IFC
aims to unlock investment and advisory opportunities and MIGA to support private investment using its
political risk insurance product in sectors such as tourism, infrastructure (including transport), energy and
telecoms. In addition to the DPOs and the pipeline of new operations, IDA lending may be complemented
by IBRD financing over the CPF implementation period. Management of the portfolio will be driven by a
strong focus on results and achievements. The Bank will proactively close unsuccessful or slow-disbursing
projects, while providing some successful projects with additional financing. The Bank will also focus on
key knowledge and technical assistance activities that contribute to the two focus areas of the CPF.

18

46.
The CPF provides the strategic framework for a learning and adaptive engagement to be
implemented over a six-year period (twice as long as the CPS), allowing more time to achieve results.
The design builds on past engagements, but also departs from old approaches and aligns with the
Government’s new vision and strategic plan (Figure 5). The learning and adaptative approach is best suited
to support the country’s transition from a state-led to a more balanced public and private sector economic
model, as it allows for risk-taking and experimentation while strongly supporting the Government’s
agenda and maintaining a focus on results.
47.
The preparation of the CPF has involved consultations with a wide range of stakeholders. The
consultation process included multiple discussions between WBG teams and the Government, as well as
with non-government institutions, private sector leaders, and international financial institutions. These
consultations were very helpful in refining and customizing the CPF priorities and approach.
Figure 5. CPF Objectives—Alignment with Government and SCD Priorities

Objectives Supported by the World Bank Group Program
48.
The CPF will support the Government’s efforts to build the foundations for a hub economy that
is more diversified, inclusive and resilient to shocks. The CPF program is organized around two results
areas and four objectives which are aligned with the Government’s program (Figure 6). Under the first
results area (RA-I), the CPF will lay the ground for future generations to contribute to a stronger servicesled economy, while also fostering inclusion and boosting the current generation’s capacity for productive
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employment. Under the second results area (RA-II), the CPF aims to help the Government resolve the
country’s macroeconomic issues and reduce vulnerability to shocks while improving the foundations for
private sector-led growth and economic diversification.

Figure 6. Overview of CPF Key Objectives

Results Area I: Accelerating human capital development for services-led growth
49.
The first results area centers on boosting human capital through a focus on quality education and
skills development (including transformative digital and entrepreneurial skills), with attention to social
and productive inclusion. It aims at equipping future generations with the skills to support a more
diversified services-led economy and respond to future challenges, while also creating opportunities for
the current generation across socioeconomic levels, particularly vulnerable populations, to participate in
the economy and reduce informality.
Objective 1: Enhancing basic education and skills for present and future jobs
50.
While access to education has expanded over the last few decades, the quality and relevance
of education is not fully adequate to prepare Cabo Verde’s young citizens for the future. Enrollment is
high in primary but less so in secondary, and dropout rates in lower secondary remain high. In early
childhood development, there are still large spatial disparities in access across islands and in urban versus
rural areas. The current system emphasizes the social sciences and fails to produce graduates who have
the science, technology, engineering and math (STEM) skills that will increasingly be required by the labor
market. In secondary education, fewer than four percent of students benefit from technical training, and
courses offered are often more theoretical than practical, rarely leading to employment. The need to
nurture entrepreneurial skills among the youth is of utmost priority. Conscious of these challenges, the
Government has launched significant reforms to improve the quality and relevance of its education
system (Box 1).
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Box 1. Government of Cabo Verde’s Proposed Education Reforms
The Government envisions significant reforms in the education system and skills development programs. These
reforms include:
(a) Overhauling the current national curriculum to one that is more modern and closely aligned to the needs
of the labor market, supporting the inclusion of innovation and technology, digital skills, and greater
attention to the development of socio-emotional skills;
(b) increasing the availability of quality technical and professional training programs aligned with existing
and future opportunities within the labor market;
(c) paying greater attention to the quality of the teaching force at all levels with regular in-service teacher
training and school-level support;
(d) actively and effectively promoting the digital economy; and
(e) improving school readiness and early learning opportunities.
Of particular relevance is the software and robotic training program (WebLab), housed in portable facilities
(containers), which was launched by the SOE NOSi (Nucleo Operacional de Sociedade da informacao) to promote
digital and robotic training in all of the country’s secondary schools. To further boost private enterprise, the
education system will also include programs to foster the development of an entrepreneurial mindset among
youth, so they can create opportunities and directly contribute to making Cabo Verde more prosperous and
connected.

51.
The CPF will support education and skills development under a three-pronged approach. First,
the CPF will focus on increasing the percentage of students who successfully complete a quality basic
education (preschool through grade 8). Second, it will improve the relevance of the education system by
modernizing its curriculum to support the acquisition of skills aligned with the needs of a services-oriented
labor market. Third, the CPF will support the revamping and scaling up of skills development programs,
starting with establishing a more demand-driven approach for the existing Government’s Skills
Development Fund (SDF) and piloting programs that include greater private sector involvement in skills
development activities. Under a cross-global practice (GP) reinforced collaboration, the World Bank will
work with the Government to develop and implement concrete and comprehensive National Skills
Development Plans in key growth sectors (e.g., tourism, ICT) and outline the path for significantly
increasing opportunities for youth employment, including through self-employment.
52.
The World Bank is currently exploring various options (through the ongoing Education and Skills
Development Enhancement Project) to support Cabo Verde’s participation in an internationallybenchmarked assessment of learning outcomes at the primary school level. The data, once available,
would allow Cabo Verde to be included and ranked, with other countries, in the Human Capital Index
(HCI).
53.
Of importance will be the collaboration between ICT and Education to strengthen the skills
agenda, in close link with the private sector. The World Bank will also further strengthen coordination
efforts with other development partners active in the education sector, namely the Portuguese
Cooperation and Luxembourg, to ensure complementarity of interventions.
54.
Digital skills remain a foundational element to support and sustain any progress towards digital
transformation. In this context, and to complement the proposed support to improve digital services
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under Objective 4, the World Bank will support the development of digital skills for youth through a range
of innovative approaches.18 The emphasis will be on piloting a digital skills program in partnership with
NOSi’s WebLab program (Box 1) in collaboration with the Ministry of Education (for K-12) and the planned
NOSi AKademy for the advanced digital skills. These initiatives will equip young talents with competencies
in data generation, aggregation and analysis, to assist in supporting various emerging digital clusters. To
the extent possible, Cabo Verde’s large and affluent diaspora will be leveraged to train the trainers and to
provide overall support for the digital learning experience. The World Bank will also support the nurturing
of an entrepreneurial mindset among students to unleash the country’s potential to create wealth. The
goal by the end of the CPF is to narrow existing gaps in access to early childhood development and
secondary education while achieving significant gains in the quality and labor market relevance of
education outcomes through enhanced social, emotional and cognitive skills across various age groups. It
is envisaged that the investments in education and skills development during the CPF period will lead to
transformative changes and the creation of educational institutions that can produce the human capital
Cabo Verde needs to become a services-led economy.
55.
The supporting World Bank program under this component includes the recent Education and
Skills Development Enhancement Project, which could be complemented through Additional Financing19
and analytical support to accelerate the development of skills in line with the Government’s vision. Close
cooperation will be sought with other development partners in this area, including Luxembourg and the
Portuguese Cooperation, to further leverage impact.
Objective 2: Heightening social protection and enabling productive inclusion
56.
While inequality has been reduced, exclusion remains high, with widespread informality and
high unemployment, particularly among women and youth. Women, especially single mothers, as well
as youth, rural and marginalized populations are highly vulnerable because of the barriers they face in
accessing the available jobs. Limited access to early learning programs, fewer opportunities for technical
and vocational training and mobility barriers make them particularly ill-prepared to enter the job market
or create new enterprises.
57.
The Government is seeking to reform social assistance to make it more efficient and empower
beneficiaries to access and create productive opportunities. Social assistance expenditures totaled 5.3
percent of GDP and covered 55 percent of the population in 2017. The Government envisions a reform
aimed at empowering beneficiaries to access jobs and opportunities to increase incomes, improve the
quality of life, and lower pressure on scarce public resources. The reform will include strengthening the
registry of beneficiaries and introducing targeted cash transfers to increase impact and better link
assistance to the productive economy. At the same time, the Government seeks to increase the capacity
of the productive sectors to generate access to jobs for those with lower skills and fewer opportunities to
find employment by removing barriers to enterprise creation and operation, especially for micro, small
and medium enterprises (MSMEs).

Including the evaluation and mainstreaming of WebLabs beyond secondary education, coding bootcamps for
unemployed but highly motivated youth, and low-cost tablets for use in the classroom and beyond.
19
Education and Skills “Moonshot” Additional Financing.
18
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58.
Under the CPF, the World Bank will support the Government in the overhaul of social assistance,
with a focus on productive inclusion. The CPF will support the Government’s efforts to both mainstream
the social protection system and expand targeted cash transfers as part of an endeavor to improve the
efficiency of social assistance expenditures. Building a comprehensive and accurate registry of social
assistance beneficiaries will improve the targeting of social protection support. The Bank will also support
the Government’s efforts to develop mechanisms for productive inclusion, particularly for the most
vulnerable, including by matching jobs and opportunities, providing skills training, facilitating
transportation, and addressing the need for childcare services so that mothers can access opportunities.
Special emphasis will be given to building entrepreneurial skills as a way to transform informal selfemployment into enterprise creation where possible. In specific cases, MSMEs created in this way might
be able to benefit from Government initiatives to foster improved access to finance, which are supported
under Objective 4. Bank support for improving rural roads will also help to facilitate access to jobs and
markets for isolated rural populations.
59.
The supporting World Bank program under this component includes the ongoing Social
Inclusion Project and the Access to Finance for MSME-sized Enterprises Project. Additional Financing
could be envisaged for these projects depending on their effectiveness. Advisory services and analytics
(ASA) support will be considered to further examine the barriers faced by vulnerable groups in accessing
income generating opportunities and seeking to materialize these into sustainable income streams.
Results Area II: Strengthening the environment for a more diversified economy
60.
The second results area seeks to strengthen the environment for a diversified and resilient
services-led economy. Objective 3 centers on stabilizing the macroeconomy, reforming the SOE sector,
and increasing the Government’s capacity to manage risks. A stable economy with manageable levels of
debt and healthy SOEs in a limited number of sectors would reduce two of the key constraints to private
investment. Objective 4 seeks to improve the availability of key services—improved and cheaper
connectivity (both transport and digital), power and access to finance—that will create the foundation for
private sector activity.
Objective 3: Sharpening fiscal and macroeconomic resilience
61.
The uncertain macroeconomic situation discourages investment and economic activity and
impairs the country’s ability to manage the economic impact of climate shocks (see Climate Change
section, below). This situation is a result of poor governance in the SOE sector, which affects the
Government’s fiscal position, along with inefficient public expenditure management and insufficient
domestic revenue mobilization. The Government has embarked on an ambitious plan to reform various
SOEs with the aim of reducing their reliance on the government budget, through the adoption of hard
budget constraints and improved management, including eventual privatizations. The Government has
also launched fiscal consolidation measures targeting both revenues and expenditures. In terms of climate
change resilience, the country exhibits substantive capacity gaps that impair its ability to respond to the
economic impacts of climate change, despite some efforts.
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62.
Objective 3 aims to help the Government increase fiscal and macroeconomic resilience, and
manage the economic impact of climate shocks, through three sets of actions: (a) the introduction of
hard budget constraints, with a priority focus on the reform of the SOEs; (b) streamlining tax expenditures,
strengthening the medium-term budgetary framework, and bolstering the management of public
investment and public debt; and (c) the introduction of a CAT DDO with the creation of contingency funds
to increase the Government’s capacity to manage climate shocks. The focus on reforming SOEs seeks to
not only drastically reduce their dependence on the public budget, but also improve their governance and
service performance. This in turn is expected to reduce the pressure on the budget and lead to improved
and possibly less costly services, which will render the economy more productive. The work program on
public investment could include, upon the Government’s request, IFC support to develop a sound pipeline
of PPPs for services previously done by the SOEs, with the World Bank supporting specific operations as
part of the cascade agenda. The Bank will also support the Government’s commitment to introducing
contingent funds to manage the impact of natural disasters.
63.
The WBG program under this component includes a DPO series on structural reforms, an ongoing SOE-related Fiscal Management Project, a recently approved Risk Management Development
Policy Financing with Catastrophe Deferred Drawdown Option (CAT-DDO), and a new IBRD-financed
project20 aimed at reducing the cost of energy. An Additional Financing to the SOE reform-related fiscal
management project will expand support for strengthening the Government’s capacity to implement
reforms. IFC can support the Government through PPP advisory services, should the Government choose
to select a private operator for service currently provided by SOEs. Where opportunities arise, IFC will
help support the private sector through participation in debt and/or equity financing/investments.
Complementary ASAs will include a Country Economic Memorandum (CEM), which will analyze the key
drivers of growth and identify policies for achieving more inclusiveness and sustainability; and a Public
Expenditure Review (PER), which will support the ongoing process of budgetary consolidation.
Objective 4: Improving the foundations for private sector growth
64.
The lack of well-developed transport, power, ICT and financial services impedes the ability of
the private sector to thrive and inhibits diversification of the economy. The lack of connectivity, whether
transport or telecommunications, poses a challenge for development because of the geography of the
country. Similarly, although MSMEs generate 70 percent of jobs and contribute 25 percent of GDP, their
growth is constrained by the lack of access to finance and banking services. The Government has
embarked on a program of reforms to open space for more private sector activity through SOE, financial
sector and business and regulatory reforms, including removal of constraints to MSMEs. The Government
has also launched a series of initiatives on ICT, including the construction of secured data center capacity,
programs to attract members of the diaspora with advanced digital skills, and planning to improve
international access through submarine cables, in line with the Government’s ambition to taking a
leadership position on the digital economy in SSA.
65.
Within the CPF’s broad agenda to improve the availability of quality services, Objective 4 will
focus on three critical areas expected to have a major impact on diversification of the economy: (a)
20

IBRD PRG to IPP in renewable energy.
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transport and logistics; (b) digital services; and (c) access to finance. Both well-functioning air and
maritime transportation between the islands and to/from foreign countries, and roads for intra-island
transport, are key elements of the country’s competitiveness. To address connectivity constraints,
IDA/IBRD will expand their support for the reform of transportation SOEs, bolster private sector
engagement in transport, and continue investing in infrastructure. IFC and MIGA, based on their
respective expertise and products, stand ready to support private sector investments that operate or wish
to operate in these critical areas. Improving telecommunications will open new business opportunities
and contribute to realizing the Government’s ambition of making Cabo Verde into a digital hub in the
Atlantic. Building on the Government’s recent initiatives, the CPF will support an enabling regulatory
environment for competitive digital services, as well as investments in digital infrastructure and services.
Finally, to facilitate access to finance for domestic enterprises and mobilize new investment, the World
Bank will establish a guarantee fund for banks that lend to SMEs, along with a credit registry to support
that lending. These interventions will help to enhance the technical capacity of the banking sector to serve
micro and small business as well as individual entrepreneurs, expand the customer segments and supply
chain finance, and launch financial services centers for SME in Praia, Mindelo and Sal.
66.
The WBG program for Objective 4 includes the DPO series and the SOE-related fiscal
management project in support of the transportation SOE reform agenda; as well as the Competitiveness
for Tourism Development Project, the Transport Sector Reform Project, and the Access to Finance for
MSME Project. IFC will continue to support local banking institutions in diversifying their lending
portfolios, developing their capacity to provide credit and services to MSMEs, and mobilizing investment
in tourism. IFC will actively seek to develop tourism assets and projects by working with government
development partners and private investors. IFC will also look into opportunities to support the eventual
privatization of SOEs in infrastructure, telecommunications and transportation. A large investment project
financing (IPF), possibly results based, will aim at strengthening the ICT sector in support of the digital
economy, in line with the Digital Economy for Africa (DE4A) Strategy. On ASA, the Bank will also continue
its ICT policy dialogue to advise the Government on reforms needed to create the infrastructure for a
digital economy, generate demand for digital services, and use ICT to increase the competitiveness of
other sectors. An INFRASAP21 study will also be prepared. Finally, the Bank will help foster understanding
the country’s diaspora, in close cooperation with other international financial institutions (IFIs; see
Partnerships section).

IMPLEMENTING THE FY20-FY25 COUNTRY PARTNERSHIP FRAMEWORK
Approach
67.
The CPF approach benefits from past operational experience and from its design as a learning
and adaptive instrument. Its timeframe goes beyond the period of the PEDS (2017-2021), for a total of
six years, to increase the potential for achieving results in line with the Government’s ambitious vision. A
Performance and Learning Review (PLR) at midterm (by the end of FY22) will allow for assessment of the
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The InfraSAP is a comprehensive analysis of the constraints that may reduce commercial and private financing of
infrastructure. It includes a set of possible policy reforms that may be considered and implemented by the country
in the short and medium terms.
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program and WBG performance, identification of any emerging issues, customization of the program to
respond to an evolving Government program, and fine-tuning of the WBG’s engagement, including the
possible need for new projects, to optimize development impact. The PLR will likely be carried out after
the national elections in 2021. Beyond this formal review, the WBG team will seek to learn from
implementation and adjust the program in a timely manner as it unfolds, through specifically designed
M&E instruments such as iterative beneficiary monitoring and feedback loops to measure both the pace
of implementation and impact of the financed activities. The CPF will also track the reduction in the
poverty footprint resulting from the interventions. A robust M&E framework has been designed
accordingly. Finally, the CPF will have a strong cascading approach, seeking ways to leverage private sector
financing for development activities as appropriate and optimal.
68.
The Government’s implementation capacity will also be strengthened and closely monitored.
Effective capacity-building efforts and systematic monitoring will be needed to ensure that implementing
agencies have adequate absorptive capacity and can maintain a healthy disbursement rate. In addition,
the World Bank will undertake regular reviews of project performance as part of Implementation Status
Reports (ISRs), Midterm Project Reviews (MTRs), and Country Portfolio Performance Reviews (CPPRs).
Proactive management of the portfolio will involve early restructuring of non-performing operations,
including closing of part of the funds as needed, and rewarding of successful operations through additional
financing when possible. Close coordination with other donors will be important, notably on SOE reforms,
education and social protection. The World Bank sector teams will work closely with their counterparts at
the main IFIs working on the same sectors.
World Bank portfolio and pipeline
69.
The existing World Bank portfolio of operations will be consolidated. The current IDA-financed
portfolio consists of six lending operations focused on SOE reform, access to finance, transport, tourism,
social protection and education, for a total commitment of US$106 million. In addition, a Catastrophe
Deferred Drawdown Option (Cat-DDO) to strengthen the country’s capacity to manage disasters was
approved by the Board in June 2019. For FY20-21, the Bank is preparing a second tranche of the
Development Policy Operations (DPO) series targeting structural reforms, following approval of the first
tranche in June 2019. The Energy team will also tap into IBRD lending potential through one larger energy
operation, using a World Bank guarantee to leverage private investment in renewable energy generation.
Finally, the ICT team will initiate the preparation of an ICT operation in line with the ICT Policy Note
delivered in June 2019. IFC is currently supporting the domestic banking sector through investment and
advisory services, and that engagement will continue. Looking ahead, the CPF will concentrate the
expected US$150 million (over the six-year CPF timeframe) in equal parts, on (a) one additional operation,
possibly results based, in support of the country’s digital hub ambitions (see para. 65), and Additional
Financings in education and skills development and in support of the Government’s SOE reform agenda);
and (b) a continuation of structural reforms under yearly DPOs. Table 2 below provides details on the
project portfolio and envisaged pipeline. Figure 7 is an illustration of the portfolio consolidation, which
will start materializing in FY21, the second year of the CPF, given the legacy of rather small five-year
projects undertaken before the CPF period, all of which will close by or before 2023.
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70.
Cabo Verde is now eligible to borrow on IBRD terms, which broadens financing options for the
country. The WBG will advise Cabo Verde on borrowing on IBRD terms in the context of its support for
improving macroeconomic and fiscal resilience, specifically under CPF Objective 3. The advice will focus
on ensuring that borrowing on IBRD terms is consistent with the Government’s ongoing efforts to improve
public debt sustainability and the financial and administrative performance of SOEs, with the potential for
IBRD borrowing for SOE reform projects. Investments in energy are an example. IBRD advisory support
will focus on the identification and evaluation of investment projects as well as analysis of the best
financing alternatives.
Table 2: Existing Portfolio and Proposed Pipeline for FY20-FY25 (US$ million)
Table 2: Existing Portfolio and Proposed Pipeline for FY 20-FY25 (US$ million)
Previous IDA ongoing
Projects
Result area
Objetives
FY13 F16
F17
Education and Skills Development Enhancement
Accelerating human capital
1. Enhancing Skills for present and future jobs
Education and Skills Moonshot (AF)
development for a services-led
growth
2. Enabling Social and Productive InclusionSocial Inclusion Project
Development Policy Financing on Fiscal Management
and Growth (yearly)
Disaster Risk Management Development Policy
Financing with Catastrophic Deferred Drawdown
Option (CAT DDO) - IDA financed
3. Improving Fiscal and Macroeconomic resilience
CAT DDO (IBRD financed)
State Owned Enterprises Related Fiscal Management
State Owned Enterprises Related Fiscal Management (AF)
Strengthening the environment
IBRD PGR to IPP Renewable Energy- IBRD (3 million)
for a diversified economy
IBRD PGR to IPP Renewable Energy- IDA (2 million)
Transport Sector Reform Project
21
Competitiveness for Tourism Development Project
Access to Finance For Micro, Small And Medium-Sized Enterprises
4. Improving services for private sector growth*
Enabling Digital Cabo Verde as a Regional ICT Hub
One Potential IBRD Operation **
IFC advisory service and investment to national bank
Total IDA
21
Total IBRD

* In FY20 there will be no new IDA financed operations
** One potential IBRD operation tentatively in FY25 subject to fiscal improvement materialize
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Figure 7. Evolution of the Portfolio under Proposed Pipeline FY20-FY25
In total number of Projects (left) and Average size in US$ million (right)
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71.
IFC seeks to provide advisory services to the private sector and the government (through PPP
advisory services) and facilitate investments in the productive sectors, including tourism and the
financial sectors, as well as in infrastructure, telecommunications and transportation services. IFC will
also focus on increasing access to finance for MSMEs through financial intermediaries with trade finance
lines and/or access to long-term financing, including with a special focus on women. In addition, IFC will
seek to support diversification of the tourism sector, using sustainable business models to fully leverage
all of Cabo Verde’s unique natural assets; and will support tourism-related services such as retail and real
estate. IFC will also seek to leverage the upstream work of the World Bank, especially with respect to SOE
reform and structuring of PPPs, to help identify opportunities for downstream investment and market
creation. Finally, IFC Advisory will continue its engagement to support investment climate and Doing
Business reforms.
72.
MIGA is actively seeking opportunities to support the CPF program. Through its political risk
insurance product, MIGA will look for ways to catalyze foreign direct investment (FDI) in the country.
Specifically, MIGA sees potential opportunities to support private investment in the tourism, transport
(including airports), energy and telecom sectors, including through PPPs.
Advisory services and analytical support
73.
The CPF will include selective analytical work in support of the Government’s agenda. A Country
Economic Memorandum will analyze the key drivers of growth and identify policies for achieving more
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inclusiveness and sustainability, and a Public Expenditure Review will support the ongoing process of fiscal
consolidation. Other work, with cross-GP collaboration between the ICT and Education teams, will lay a
strong analytical foundation for accelerating skills development, in preparation of the World Bank’s
foreseen larger investment in human capital. Equality of opportunities and weak linkages between skills
and labor market demand present major challenges to economic growth and need to be further
diagnosed. The Bank will also continue its policy dialogue with the Government on the development of a
digital economy, with the aim of: (a) providing a set of policy recommendations for creating the
infrastructure foundations of a digital economy; (b) laying the ground for operations that will create
demand for the country’s digital services; and (c) increasing the country’s competitiveness in other key
economic sectors such as tourism. Finally, the World Bank will assess the country’s diaspora, in close
cooperation with other IFIs (see Partnerships section), to document its characteristics and assess its
opportunities and capacities to contribute to the knowledge base and financial development of the
country.
74.
The CPF will continue to strategically use trust fund resources to maximize development impact.
The country currently benefits from four trust funds (two active and two in the pipeline), providing a total
of US$1.72 million. These resources will support the following trust-funded activities under ongoing
programs: (a) operationalization of the National Disaster Risk Management Strategy (Global Facility for
Disaster Reduction and Recovery, US$0.37 million, pipeline); (b) preparation of a Renewable Energy
Independent Power Producer (IPP) project (Global Infrastructure Facility, US$0.50 million, pipeline); (c)
scale-up of the Social Protection System (Rapid Social Response Program, US$0.40 million, active); and (d)
strengthening of administrative data systems to improve monitoring and evaluation capacity (Statistical
Capacity Building Program, US$0.35 million, active).
Partnerships
75.
Providing relevant support that matches the level of the Government’s ambition will require a
strong and coordinated approach among development partners. The Government of Cabo Verde
received an impressive US$850 million in pledges at the Consultative Group meeting in December 2018,
providing strong momentum to advance its development agenda. With the limited size and capacity of
the public administration, this positive outcome calls for strengthened and more efficient coordination
among the traditional bilateral partners, such as China and Portugal; multilateral partners such as the
WBG, the European Union, the United Nations, Luxembourg Cooperation and the African Development
Bank; smaller donors such as Japan; and new South-South partners, such as the Lusophone countries (PLP)
and Brazil22. Consultations during the CPF preparation confirmed both the importance of coordination
and the appetite of partners for such coordination, particularly in relation to education, social protection,
ICT and diaspora issues. The World Bank office in Cabo Verde, newly opened in Praia in July 2018, will
provide more opportunities for improved coordination. Further, visiting WBG teams will liaise closely with
relevant partners, with coordination and support from the Country Representative. Detailed programs
and activities of major partners are provided in Annex 6.
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Monitoring and evaluation
76.
The CPF includes multiple indicators for each objective, as well as indicators and results chains
for measuring progress of the WBG program as a whole (see Annex 1, Results Matrix). The indicators
and results chains have been validated by World Bank staff and clients. During the CPF period, the WBG
will closely monitor the CPF program by tracking these and other indicators, relying in part on the
Government’s strengthened statistical and monitoring systems (see para. 39). The collection of
beneficiary feedback through mobile devices will also be piloted to support learning and flexibility, and,
as noted, allow for needed adjustments after the PLR. Finally, through its new field office in Praia, the
Bank will be able to work more closely with the Government to support program strengthening, improve
Government capacity, and closely monitor implementation of the portfolio.
Gender
77.
The primary gender focus of the CPF will be on women’s economic empowerment. The program
will: (a) specifically target assistance to women entrepreneurs and workers; (b) use educational curricula
to address social norms that contribute to women’s economic disenfranchisement; (c) use social safety
net programs such as childcare to encourage women’s participation in productive activities; and (d) use
cash transfers to make it possible for poor women, especially those who are heads of households, to
pursue work, education and training.
78.
The ongoing portfolio already has a strong gender approach. The Access to Finance for Micro,
Small and Medium-Sized Enterprises Project is targeting women-led enterprises (50 percent) and includes
technical assistance on the development of business plans and other information required for business
loan applications. The project is also supporting the use of gender-disaggregated data by the Bank of Cabo
Verde to improve credit information systems and monitor support of women-led enterprises. The
Competitiveness for Tourism Development Project is benefiting women through: (a) a focus on the
development of smaller businesses that are more likely to be owned by women, such as quality smaller
hotels; (b) support for business environment reforms, which should benefit women entrepreneurs, who
tend to have less time and knowledge to deal with cumbersome regulations; and (c) support for the
establishment of a movable collateral registry, which is important for women’s access to finance. The
Education and Skills Development Enhancement Project includes support to ensure that new curriculum
design and teacher training are carried out in a gender-sensitive way. The Social Inclusion Project supports
poor households with cash transfers targeted by the Government’s Social Inclusion Income (Rendimento
Social de Inclusão, RSI) program. The project also supports the provision of childcare services, and it
partners with NGOs that have a strong track record of providing women with microcredit and vocational
training.
79.
The CPF will seek to mitigate any potential gender-based violence (GBV) risks that could stem
from supported activities. While the country has made progress addressing GBV, including through an
increasingly comprehensive legal framework, the World Bank will ensure that operations are informed by
the recommendations of the Bank’s Global GBV Task Force.
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Climate change
80.
As an island country, Cabo Verde is highly vulnerable to climate change. The already observable
impacts of climate change on the country include sea level rise, changes in rain patterns, extreme weather
conditions, and changes in ocean biophysical conditions (ocean warming). In support of the Government’s
efforts to create an integrated framework to adapt to climate change,23 the CPF prioritizes improving local
adaptive capacity, data collection, and information services related to natural resources and climate
change, and overall economic resilience (see para. 61). The DPO series will target regulatory and
institutional reforms that will allow for budgetary inclusion of national expenditures to address climate
risks and shocks, especially in the most at-risk economic sectors. The reforms will also create an enabling
environment for data collection, monitoring and sharing to mitigate economic and other losses due to
climate hazards.
81.
Within the existing portfolio and pipeline (FY16-19), most projects24 have undergone climate
change screening, and the CPF integrates the results of such screenings into the design of ongoing and
new projects. The portfolio consists of operations, including a disaster risk management (DRM) project
which have direct potential to respond to climate change risks. As implementation progresses, these
projects will work to articulate climate-resilient measures to address the identified risks. Further
assessment could be done at midterm to account for positive steps these projects have taken to meet the
relevant climate change targets for the region/sector. Additional Financing, if any, to the projects in
vulnerable sectors such as tourism, transport, fisheries will be contingent upon how well the projects
incorporate climate change risks in their design and implementation. Additional trust fund resources may
be leveraged to identify and design responses to the threat sea-level rise and other risks in important
sectors.
82.
The transport sector reform project’s additional financing25 includes a road-upgrading
component that will be based on an assessment of the road network’s vulnerability to the increased
frequency and intensity of heavy rains. The project has been assessed to offer 70-percent climate change
co-benefits. Finally, while greenhouse gas (GHG) emissions in Cabo Verde are limited, the country seeks
to progress on the low-carbon development pathway, which the CPF will support through a solar IPP
project to help achieve the INDC mitigation target of 50 percent renewable energy penetration into the
electric grid by 2025. Overall, for the period between FY11-19, the climate change co-benefits from road
upgrading were estimated at 12 percent (mainly coming from FY12, 17, 19). There are ample opportunities
in the active and pipeline Cabo Verde portfolio to further boost these co-benefits by ensuring that
screening of new projects is systematically carried out and that during preparation or implementation,
risks are integrated into project activities and co-benefits assessed according to World Bank requirements.
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In its Intended Nationally Determined Contribution (INDC) under the UN Framework Convention on Climate
Change (UNFCCC), the Government seeks to create an integrated framework that would increase the country’s
overall adaptive capacity and the economic resilience of those most vulnerable to climate change.
24 Social Inclusion Project (P165267), Education and Skills Development Enhancement Project (P164294), Access to
Finance for Micro, Small and Medium-Sized Enterprises Project (P163015), Competitiveness for Tourism
Development (P146666).
25
First Additional Financing to the Cabo Verde Transport Sector Reform Project (P161248).
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Environmental and social risk management (including citizen engagement)
83.
Although the CPF portfolio does not include any projects with major safeguards issues, some
projects might entail environmental and social risks. To mitigate any negative impacts, environmental
and social safeguards specialists from the Bank will be mobilized to ensure that each project includes the
appropriate risk management instruments, including, as needed, an Environmental and Social Impact
Assessment (ESIA) and a Resettlement Action Plan (RAP). In addition, each operation will include a
Grievance Redress Mechanism (GRM) as part of the broader citizen engagement (CE) approach.
Integrating citizen engagement across the portfolio will contribute to establishing effective monitoring
systems and feedback loops, allowing for fine turning of WBG interventions and customization of the
supported actions. CE will also help to strengthen accountability and improve government’s capacity to
respond to citizens’ demands.
84.
As the CPF progresses, it will also consider environmental and social risks in the context of the
Bank’s new Environmental and Social Framework (ESF), put in place in October 2018. While the existing
portfolio does not have any project under the ESF, investments projects currently in the pipeline will be
prepared and implemented under the ESF.

RISKS AND MITIGATION
85.
The overall risk rating of the CPF is Substantial. The Substantial risk rating reflects the country’s
relatively weak macro and implementation capacity, albeit in the context of a relatively stable political
and governance environment, as well as progress in articulating sector strategies and policies and in
program design (design of the PEDS). Fiduciary risks are Low and environmental and social risks are
Moderate. The risk ratings are summarized in Table 3 below, and the following paragraphs describe risks
that are considered High or Substantial, while also highlighting mitigation mechanisms where applicable.
86.
Macroeconomic risk is Substantial. The key macroeconomic risk is related to the country's level
of debt, which could unfavorably affect the results expected under this CPF. Various reforms for fiscal
consolidation have already been put in place to increase revenue collection and rationalize spending, and
this has contributed to reducing the deficit and bending the debt trajectory. However, debt reduction is
closely linked to the SOE reform agenda, which may be resisted by vested groups with outsized influence
due to the small size of the country. Pursuing additional concession arrangements will require a
determined effort by the Government. Important results have started to materialize, such as the de facto
privatization of key services in air and maritime inter island transport. While the pace of those reforms
could have been faster, they seem to have been broadly accepted, mitigating the potential risk of reversal.
Finally, the fiscal situation could be adversely affected by climate events as well as by external economic
and financial shocks, mainly in Europe. An eighteen-month Policy Coordination Instrument approved by
the IMF board in June 2019 will contribute to ensure fiscal discipline. Overall, the IMF assesses the
medium-term outlook as positive in the 2019 Article IV Consultation report26.
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https://www.imf.org/en/News/Articles/2019/07/17/pr19289-cabo-verde-imf-executive-board-concludes-2019-article-ivconsultation
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Table 3: Systematic Operational Risk-Rating Tool (SORT)
Risk Categories

Ratings

Political and Governance

Moderate

Macroeconomic

Substantial

Sector strategies and policies

Substantial

Technical design of project or program

Moderate

Capacity for implementation and sustainability

High

Fiduciary

Low

Environmental and Social

Moderate

Stakeholders

Low

Overall

Substantial

Note: The four-point rating scale goes from low to moderate to substantial to high.

87.
Risks to the SOE reform agenda will be mitigated through strengthened consultation processes
ahead of the additional reforms. Moreover, the measures supported by the envisaged DPO series will
help mitigate fiscal sustainability risks through improvements to tax policy and enhanced efficiency of
public spending. With respect to the SOE agenda, the Government is making considerable efforts to
strengthen its oversight of SOEs and strengthen its capacity to structure projects in a way that may make
them more viable as PPPs (see para. 88). The World Bank is supporting these efforts through the SOERelated Fiscal Risk Management Project, which aims to transfer significant fiscal risks to the private sector.
The SOE agenda will be complemented by the implementation of a comprehensive WB-IMF strategy to
address the debt overhang and improve debt management. Risks linked to climate shocks will be
mitigated through the envisioned CAT-DDO. Potential impacts from external economic and financial
shocks will be mitigated by the overall diversification strategy.
88.
IFC’s work program will be calibrated to the Government’s implementation of pro-private
sector reforms. In key SOEs, support for PPPs is constrained by Government capacity and choices. In
infrastructure, IFC’s ability to support private sector investors is constrained by active government
spending and ODA in the sector, which has traditionally crowded out private investment. In the tourism
sector, IFC faces constraints due to lack of experienced operators with viable projects ready to diversify
the sector and expand tourism offerings. Given the factors above, IFC will focus on areas where the private
sector can play a role, as well as work with the World Bank and other partners on other sectors where
government reform is needed to open-up the space for the private sector.
89.
Sector strategy and policy risks are considered Substantial. The Government’s strategies and
policies rely on an ambitious development plan that aims at transforming the country’s economy. A
number of internal and external factors may affect the capacity of the Government to deliver on those
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strategies and policies, including resistance to change by vested interests; unexpected election results
midway through CPF implementation; potential limited interest in investing from internal and external
stakeholders, given the relatively small size of the market; and competition from other West African
countries that aim to become hub economies. Those risks are mitigated by the clear commitment of the
Government to the SOE reform agenda, as confirmed by the high level of pledges from the international
community in support of the PEDS. Finally, the Bank has customized its support to the PEDS to maximizes
its impacts.
90.
Risks related to program and implementation capacity are High given the Government’s weak
implementation capacity. The policies and program supported by the CPF are in line with the degree of
ambition and innovation of Government’s development plan. However, the implementation of this plan
is complicated by uneven implementation capacity among sector institutions, which may affect the WBG’s
ability to deliver on key results. Moreover, achieving the objectives supported by the CPF will require strict
fiscal discipline and sustained implementation of new strategies which may be politically sensitive.
91.
Implementation risks are mitigated by the fact that Cabo Verde has made important strides in
raising the capacity of the public service, as suggested by the 2018 CPIA score of 3.8 for public sector
management and institutions. The high degree of selectivity of the proposed CPF program, its focus on a
limited number of sectors with high potential to contribute to the Government’s development objectives,
combined with a balanced use of WBG instruments and a clear focus on results, are all important factors
in mitigating implementation risks. Moreover, the adaptive approach and envisioned proactive
management of the CPF program will keep attention on achieving results. All projects include capacity
building for Government counterparts, and a specific activity is aimed at improving the efficiency of the
administration. Risks will also be mitigated by maintaining close cooperation with key stakeholders.
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Annex 1. CPF Results Matrix
Focus Area I: Accelerating human capital development for a service-led growth
Results Area (RA) I centers on boosting human capital through a focus on quality and transformative education and skills development and attention to social and
productive inclusion. It aims at preparing future generations with the skills required to support a more diversified services-led economy and respond to future
challenges, while also creating opportunities for the current generation across socio-economic levels, particularly vulnerable populations, to participate in the economy
and reduce informality.

Objective 1. Enhancing basic education and skills for present and future jobs
The Bank under the CPF will support enhancing skills for present and future jobs under a three-pronged approach. First, the CPF will focus on increasing the percentage
of students who successfully complete a quality basic education (pre-school through grade 8). Second, it will improve the relevance of the education system by modernizing
its curriculum to support the acquisition of skills aligned with the needs of a services-oriented labor market. Third, the CPF will support the revamping and scaling up of
skills development programs, starting with establishing a more demand-driven approach for the existing Government’s Skills Development Fund (SDF) and piloting
programs that include greater private sector involvement in skills development activities. Complementing the improved digital services under objective 4, the Bank will
support the development of digital skills for youth through a range of innovative approaches (including mainstreaming WebLabs beyond secondary education – see Box
1; coding bootcamps for unemployed youth, and low-cost tablets for pedagogical uses in the classroom and beyond). These initiatives will equip young talents with
competencies needed for emerging digital clusters and to create jobs and economic diversification in Cabo Verde through accelerated digital transformation The goal by
the end of the CPF is to narrow existing gaps in access to early childhood development and secondary education while achieving significant gains in the quality and labor
market relevance of education outcomes through enhanced social emotional and cognitive skills across various age groups. It is envisaged that the investments in
education and skills development during the CPF period will lead to transformative changes and the creation of educational institutions that can produce the human
capital Cabo Verde needs to become a services-led economy
CPF Objective Indicators
Indicators
•
Percentage of students who complete 8
years of basic education: 76.2% in 2019, 82.5% in
2023 (Gender Disaggregated)

Supplementary Progress Indicators
Sub-Indicators
•
Increase access to quality pre-school from 85
% to 90%, 50% of which is girls.
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WBG Program/Project

Education and Skills Development Enhancement

•
Percentage of youth supported by the
restructured Skills Development Fund (SDF)
employed within 6 months after graduation: 0% in
2017, 80% in 2023 (both male and female)

•
System to conduct regular national learning
assessments, including through the inclusion of
items that allow for international benchmarking,
and to monitor education quality established.

Education and Skills Development Enhancement

•
Share of secondary education students
participating in TVET programs: 3.1% in 2015 to
10% in 2023 (Gender Disaggregated)

•
National Skills Development Plan for key
growth sectors (i.e. tourism, digital skills)
developed.

Education and Skills Development Enhancement

Objective 2: Heightening social protection and enabling productive inclusion

The Bank under the CPF will support the Government in the overhaul of the social assistance with a focus on productive inclusion. The CPF will support the Government’s
efforts to both mainstream the social protection system and expand targeted cash transfers as part of an endeavor to improve the efficiency of social assistance
expenditures. Building a comprehensive and accurate registry of social assistance beneficiaries will improve the targeting of social protection support. The Bank will also
support the Government’s efforts to develop mechanisms for productive inclusion, particularly for the most vulnerable, including by matching jobs and opportunities,
providing skills training, facilitating transportation, and addressing the need for childcare services so that mothers can access opportunities. Special emphasis will be given
to building entrepreneurship skills to transform informal self-employment into enterprise creation where possible. In specific cases, MSMEs created in this way might be
able to benefit from Government initiatives to foster improved access to finance, which are activities supported under the Objective 4 of the CPF. Likewise, Bank support
to improving rural roads is expected to contribute to this objective by facilitating access to jobs and markets to isolated rural populations.
CPF Objective Indicators
Indicators
•
Number of total beneficiaries from the
Rendimento Social de Inclusao27 increases from
6800 in 2019 to 28,500 in 2022
•
Number of RSI beneficiaries benefiting from
productive inclusion activities from 0 to 35 percent
of total RSI beneficiaries

27

Supplementary Progress Indicators
Sub-indicators
•
Number of households registered in the
Unified Social Registry (I will give you the exact
number on Wednesday)
•
RSI cash transfer payments completed by a
formal payment agent (from 0 to 90 percent)
•
MFIS and Municipalities staff trained to
effectively monitor and implement productive and
social safety net programs from 0 in 2019 to 150 in
2021

Social income from the Inclusion program
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WBG Program

Social Inclusion

Social Inclusion

•
Percentage of RSI beneficiary households in
which some members (female/male) benefit from
access to local human development services (from
0 to 40 percent of total RSI beneficiaries)

•
Number of municipalities adopting the
Unified Social Registry as a single gateway to social
safety net programs (from 0 to 15 in 2022)
•
Communication strategy developed and
implemented for the USR and productive and social
safety nets programs

Social Inclusion

Focus Area II: Strengthening the environment for a more diversified economy
Results Area (RA) II seeks to strengthen the environment for a more diversified, resilient, services-led hub economy. Objective 3 centers on stabilizing the
macroeconomy, reforming the SOE sector and increasing the Government’s capacity to manage risks. A stable economy with manageable levels of debt and healthy
SOEs in a limited number of sectors would remove two of the key constraints to investment. Objective 4 seeks to improve the availability of priority services that will
induce the participation and growth of the private sector. A forceful private sector engagement backed by good connectivity and access to finance will be key for the
country to achieve the Government’s ambition of making Cabo Verde a hub economy in the mid-Atlantic.
Objective 3: Sharpening fiscal and macroeconomic resilience

The Bank under the CPF will help the Government sharpen fiscal and macroeconomic resilience, including to climate shocks, through three sets of actions: (a) the
introduction of hard budget constraints, with a priority focus on the reform of the SOEs; (b) streamlining tax expenditures, strengthening the medium-term fiscal
framework, and bolstering the management of public investment and public debt; and (c) the creation of contingency funds to manage natural shocks. The focus on the
SOEs seeks to not only drastically reduce their dependence on the public budget, but also improve their governance and service performance. This in turn is expected to
reduce the pressure on the budget and lead to improved and possibly less costly services, which in turn will render the economy more productive. The work agenda on
public investment could include upon Government request, support to developing a sound pipeline of PPP for services previously done by the SOEs, and the Bank could
support specific operations as part of the MFD agenda. The Bank under the CPF will also support the Government’s commitment to increasing budget resilience through
the introduction of contingent funds to manage the impact of natural disasters.
CPF Objective Indicators
Indicators
• Reduction in public financing to SOEs
(including transfers and capital) from 10.9% of GDP
in 2017 to 6% in 2023. (More ambitious than under
the SOE project.)

Supplementary Progress Indicators
Sub-indicators
• Improved ELECTRA’s commercial
performance. Baseline 2017: commercial losses 26.
Target 2020: commercial losses less than 20.
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WBG Program

State Owned Enterprises Related Fiscal
Management

• Increase in share of new projects in the
annual budget selected and processed in
compliance with PIMS rules. Baseline (2017): 0
percent. Target (2020): 100 percent.
•

•
•

Dedicated disaster response contingency
fund is operational receiving an annual
budget allocation and its Board approve the
reports of annual activity
Baseline 2019 = N/A
Target: Y28 in 2020, 2021 and 2022

•

State Owned Enterprises Related Fiscal
Management
Comprehensive SOE policy adopted (2020)

• Increase in share of Renewable Energy (RE)
generation from 17% in 2017 to 25% in 2023

Disaster Risk Management Development Policy
Financing with CAT DDO

Objective 4: Improving foundations for private sector growth

The Bank under the CPF will support government efforts to improve critical services for the development of a more diversified private sector in Cabo Verde. Within a
broad agenda to improve the availability of quality services, Objective 4 will focus on three critical areas expected to have a major impact on the diversification of the
economy: (a) transport and logistics; (b) digital services; and (c) access to finance. Both well-functioning air and maritime transportation between the islands and to/from
foreign countries, and roads for intra-island transport, are key elements of the country’s competitiveness. To address connectivity constraints, IDA/IBRD will expand their
support to reform of transportation SOEs, bolster private sector engagement, and continue investing in infrastructure. IFC and MIGA will seek opportunities to support
private sector investments in these critical areas. Improving telecommunication will also be crucial to spearhead new business opportunities and contribute to the
Government ambition of a digital hub for the country. Building on the Government’s recent initiatives, the CPF will support strengthening an enabling regulatory
environment for competitive digital services, as well as investments in digital infrastructures and services. Finally, the CPF will support the Government’s endeavor to
facilitate access to finance for domestic enterprises and mobilize new investment. It will establish a guarantee fund for banks to lend to SMEs and a credit registry to
support the banks’ channeling resources to the sector. It will also contribute to enhance technical capacity of the banking sector to serve micro and small business as well
as individual entrepreneurs, expand the customer segments and supply chain finance, and launch SME centers in Praia, Mindelo and Sal.

CPF Objective Indicators
Indicators

28

Supplementary Progress Indicators
Sub-indicators

WBG Program
• Transport Sector Reform

The indicator is measuring the existence (yes/no) of an allocation and the approval of the annual activity (financial) report by the Board.
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• Improved frequency and safety of interisland maritime services:
Baseline (2017): 7 regular weekly frequencies by
class-certified ships
Target (2023): 32 regular weekly frequencies by
class-certified ships under a concession with
private operator

• Cabo Verde emerge as a Digital hub as
measured by:
• a fourfold increase in ICT contribution to the
economy to 6% of GDP and
• bring broadband penetration to 50 percent
of the population

• Number of new loans issued using the credit
collateral registry:
Baseline 0 in 2019
Targeted 1200 loans accumulated by the end of
2022.
• First-time MSMEs borrowers covered by the
guarantee scheme increase from 0 to 250, of which
women led enterprises 75.

• Decline in central government support
(transfers, subsidies, capitalization and guarantee)
to CVA: Baseline 2017 2.5 % of GDP to zero in 2020
and beyond

• Policy and regulatory changes in place to
support the digital economy, as measured by:
potential (i) concession negotiation with Cabo
Verde Telecom completed, (ii) new governance
option for managing public wholesale broadband
infrastructure under implementation (iii) adoption
and enforcement of legal and regulatory remedies
and (iv) implementation of open access regime.

Digital Economy project

• Expand innovative MSME financing
throughout Cabo Verde, as measured by: i) launch
the first 3 new SME business centers in the country,
to be located in Praia, Sal and Mindelo ii) supported
BCN’s new strategic plan (2018-2022) with MSMEs
as a key segment, and iii) develop a new SME credit
policy for BCN, including supporting tools adjusted
to the specificities of the local MSMEs

Access to Finance for Micro, Small and MediumSized Enterprises
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Annex 2. Completion and Learning Review of the FY15-17 Country Partnership Strategy
CPS Board Discussion: November 18, 2014
CPS Progress Report: None completed
Period Covered by the CPS: July 2014 through June 2017
Period Covered by the CLR: July 2014 through June 2017

92.
This document assesses the World Bank Group’s Country Partnership Strategy (CPS) for Cabo
Verde. Cabo Verde achieved a remarkable record of economic growth and poverty reduction in the past three
decades owing to such factors as political stability, sound governance, economic liberalization in the 1990s,
and high investments in infrastructure and tourism—supported by ample Official Development Assistance
(ODA), Foreign Direct Investment (FDI), and an active Diaspora. Despite Cabo Verde’s small economy, limited
natural resources, and challenges as a Small Island Developing State/archipelago, notably on connectivity,
annual GDP growth averaged close to 12 percent in the 1990s, and 6.7 percent from 2000 to 2008. The
economy was hit hard by the 2008 global financial crisis and 2011 Eurozone debt crisis, which contributed to
a drop in annual GDP growth to a mere 1.1 percent from 2009 to 2015. The Government launched a countercyclical Public Investment Program (PIP) to help mitigate the effects of the crises and jumpstart growth,
though with limited effects. Meanwhile, the stock of public debt skyrocketed from 77.8 percent of GDP in
2011 to 126 percent by 2015, posing risks for macro-stability—even as the Government sought to ensure
sustainable growth by diversifying the economy and investing in human capital and the poor. Noticeably,
poverty reduction was continuous during this period, falling from 58 percent in 2001 to 35 percent in 2015.29

93.
In this context, the FY15-17 CPS sought to support the Government to enhance macro-fiscal
stability and address challenges impeding sustainable growth over the medium-term. The FY15-17 CPS was
prepared three years after the FY09-12 CPS, which was extended through FY14 to provide sufficient time for
the WBG to understand the effects of the international crises on the country, as well as undertake its own
macro-assessment underpinning budget support given the lack of an IMF program. The FY15-17 CPS was
aligned to the Government’s Third Growth and Poverty Reduction Strategy Paper (GRSP III) covering 20122016. The CPS provided a modest program of budget support, investment projects, and TA/ASA in support
of two complementary pillars: (I) enhancing macro-fiscal stability to set the foundation for sustained growth,
and (II) improving competitiveness and private sector development. Anchored on a series of Poverty
Reduction Support Credits (PRSCs 9-11), Pillar I focused on efforts to improve domestic revenue and the
efficiency of public sector spending, notably through tax reform, SOE reform, improvements to Public
Financial Management (PFM), and strengthening Cabo Verde’s public investment system. Pillar II focused on
improving the investment climate, performance of the electricity sector, maintenance of roads, and tourism
and agriculture. Among other things, Technical Assistance (TA) was to help the country develop external
financing tools to enable a transition to financing at market terms given the country’s graduation from LIC
status.

94.
The program performance of the CPS was Moderately Unsatisfactory. In Pillar I, the PRSCs 8/9 and
other WBG engagements made good progress in increasing tax revenue, but limited progress on improving
the performance of SOEs and the efficiency of expenditure based on CPS indicators, which included use of
Performance-Based Management Contracts (PMBCs). The limited results in SOE reform partly stem from the
29

Following the national poverty line (equivalent to US$5.36 PPP per person per day in 2015). Under international standards,
poverty has fallen to 4 percent.
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WBG’s reorienting the CPS from supporting PMBCs toward the more ambitious priorities of a new
Government, elected in 2016, to restructure and privatize SOEs—a strategy that has started to show initial
results.30 The WBG made limited gains in improving the public investment system and PFM, partly due to
cancellation of the PRSCs 10/11, and a decision to refocus resources for a proposed FY16 Economic
Governance and Public Sector Efficiency project (EGPSE) to a project approved in FY18 on SOE reform, notably
to improve the operations of the national airlines (Transportes Aéreos de Cabo Verde, TACV) in preparation
for further privatization. The PRSCs 10/11 were cancelled given concerns over the adequacy of the macro
framework for budget support amid a sharp increase in public debt to 126 percent of GDP by 2015, and
mounting fiscal risks from the SOE sector, especially TACV and the Casa para Todos housing program. In
addition, the PRSCs showed insufficient results partly attributable to their overly broad and insufficiently
focused program.31 In Pillar II, the CPS made some headway in improving Cabo Verde’s investment climate
and good progress in improving road maintenance and energy generation, which has reduced blackouts.
However, the program made limited improvement in the reduction of energy losses and no headway on
improving agriculture productivity. The envisioned regional project on agriculture was not delivered due the
consolidation of the CPS portfolio toward more strongly focusing on addressing the growing fiscal risks amid
a continuous and concerning deterioration of the debt situation. Per client request, the WBG provided TA
and Advisory Services and Analytics (ASA) in several areas unforeseen in the CPS, such as a study on the
effects of the 2014 volcanic eruption on Fogo, and TA on creating multi-municipal utilities for water and
sanitation.

95.
The performance of the WBG in designing and implementing the CPS was Fair. Despite limited
headway on results, the WBG’s original focus on macro-stability and competitiveness was warranted,
especially given enduring macro-fiscal issues after the crises associated with high investment and a sizeable,
inefficient state. The CPS adhered well to lessons of previous engagement, such as strategically combining
WBG instruments, promoting South-South sharing, and improving government capacity in statistics. The CPS
identified risks related to a downturn in external conditions, lack of ownership from the private sector to
respond to structural reforms, and limited institutional capacity. However, the risks related to SOE liabilities
and rising public debt were underestimated and precipitated a reshuffling of the portfolio midway. Despite
the Government’s fiscal adjustment, public sector debt rose to 126 percent of GDP by 2015, moving Cabo
Verde to a high risk of external debt distress. This was compounded by huge contingent liabilities of financially
strained and largely insolvent SOEs amid a deteriorating external environment with downside risks to growth.
To reverse these trends, the WBG prioritized working with authorities to address debt and jumpstart growth,
by focusing on the SOE portfolio, debt management issues, and binding constraints to private sector
involvement in the economy. The Bank deployed a range of TA to support the Government to address
pronounced fiscal vulnerabilities undermining the adequacy of the macroeconomic framework, particularly
in debt management. The Bank refocused the CPS portfolio, reallocating resources from the cancelled PRSC
10/11 and the EGPSE toward support for fiscal and SOE reform, namely through the FY18 SOE-related Fiscal
Management Project (P160796) and the FY19 Fiscal Management and Growth DPO (P165631). Actual IDA
commitments of US$43 million for FY15-17 nearly met the planned US$49 million. Yet given the CPS’s
reorientation, the WB delivered only two of six programmed lending projects—the PRSC 9 and a tourism
project. The quality of the portfolio was mixed: the tourism project was rated Satisfactory and the transport
and energy projects Moderately Satisfactory on Development Outcome, and the PRSCs Moderately
Unsatisfactory on Outcomes and Bank Performance. The absence of a PLR was a missed opportunity to
formalize substantive changes to the portfolio and adjust CPS outcomes and results at midterm. In line with
30

Launch of the privatization of TACV, opening of the national air transport to Canarian company Binter, which has
since August 2017 operated national transport, launch of an international bid for the maritime transport, and so forth.
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the CPS’s reorientation and interests of the new Government, the Bank initiated a few new activities. The
Bank began preparation of the Access to Finance for MSMEs project (P163015), which was approved in
February 2018. In parallel, the IFC provided a loan to the Banco Caboverdeano Nacional (BCN) in FY18 to
support access to credit for MSMEs. The Bank launched preparation of a CAT DDO (P160628) to mitigate
vulnerability to natural disasters, especially considering the 2014 Fogo Eruption. Finally, the Bank launched
in FY18 preparation of projects in education (P164294) and social protection (P165267), prefiguring the shift
in the strategy towards increased support to the development of human capital.

96.
The CPS reflected the WBG’s Corporate Goals and select AFR priorities. The first Pillar’s focus on
improving macro-fiscal stability and public sector management sought to enhance the efficiency of public
spending and create fiscal space for investment in poverty reduction and human capital, though, as noted,
debt rose to a high distress level, undercutting the expected progress on this Pillar. The second Pillar’s focus
on improving the investment climate, infrastructure and agriculture sought to attract investments and create
jobs, especially for the poor and vulnerable groups. The reorientation of the CPS portfolio toward fiscal risks
and SOE restructuring and privatization was indirectly pro-poor, as reducing debt and privatizing Cabo
Verde’s loss-making SOEs are critical to stabilizing the macro-framework and freeing resources for
investments in the poor, job creation, and competitiveness. Reflecting IDA17 priorities, all three projects
approved in the CPS period were deemed “gender-informed” and the portfolio averaged climate co-benefits
of 45 percent. The CPS supported AFR’s priority of greater use of renewable energy sources, including solar.
After the FY15-17 CPS but before developing a new CPF, the Bank embarked on preparing two projects, one
in education the other social protection, in line with AFR’s priorities of education and human capital.

97.
Key lessons from the previous CPS include: (i) the importance of an increased WBG presence on the
ground to facilitate the dialogue with the authorities and improve understanding of the implementation
challenges; (ii) the importance of strong ownership of structural reforms and the need for long-term
engagement to reinforce that ownership, through consistent dialogue supported by technical assistance and
financial incentives; (iii) the need to take due account for the country’s political economy and limited
institutional and technical capacity to implement reforms pledging for simple Project design and institutional
strengthening; (iv) the need for extended timeframe and flexible approach to allow for results to mature and
for the program to adjust to emerging developments or implementation delays; (v) the need to further
concentrate financial resources on fewer, more realistic operations in key sectors and to find the right
combination of support instruments to achieve greater impact; and (vi) the need to better assess
Government’s capacity and desire to implement the SOE reform agenda.
I. DEVELOPMENT OUTCOMES
A. Country Context
98.
In the CPS period, Cabo Verde continued its legacy of political stability and democracy—even amid
a change in government. The Partido Africano da Independência de Cabo Verde (PAICV) and the Movimento
para Democracia (MPD) have long dominated Cabo Verde’s politics. In elections in March 2016, the MPD
won an absolute majority in Parliament after 15 years of government under the PAICV. The MDP won
municipal elections in August 2016 and succeeded in reelecting Jorge Carlos Fonseca as President. The
transition to the MPD government was smooth and reflective of the country’s political resilience. Freedom
House continued to rate Cabo Verde as “Free” in 2017 and 2018, and the country scored a “5” on the Polity
IV index, which measures the strength of democratic institutions—comparatively high among West African
countries.
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99.
Cabo Verde was hit hard by the 2008 global financial crisis and 2011 Eurozone debt crisis, which
prompted the WBG to delay preparing the FY15-17 CPS. Cabo Verde averaged annual GDP growth of close
to 12 percent in the 1990’s and 6.7 percent from 2000 to 2008, but only 1.1 percent from 2009 to 2015 due
to effects of these crises, which included drops in FDI, donor assistance, and tourist receipts, as well as
decelerating credit, eroding business confidence, and increasing unemployment and non-performing loans.
In 2008, the Government launched the counter-cyclical PIP to build infrastructure and stimulate jobs and
growth. Such public investment helped moderate the downward trajectory, but PIP expenditures—not
always on most profitable investments—combined with SOE liabilities and drops in tax revenue and donor
aid, prompted higher deficits and burgeoning public debt, which increased from 77.8 percent of GDP in 2011
to 114 percent by 2014. The WBG extended the FY09-12 CPS through FY14 to allow the Government and the
WBG sufficient time assess the effects of the global crisis and European debt crisis on Cabo Verde’s economy.
In addition, the WBG needed time, in the absence of an IMF program, to undertake its own macro-assessment
for planned budget support through the PRSCs, which was channeled through a Country Engagement Note
(CEM) and analytical notes in sectors such as SOEs, tourism, agriculture, and transport.
100. Cabo Verde experienced a modest recovery in growth after 2015, but debt has remained high amid
continued support to SOEs. Economic activity in tourism, agriculture, and manufacturing helped propel GDP
growth to an average of 4.03 percent in 2016 and 2017. Growth is projected to 4.5 percent for 2018. This
favorable performance was achieved despite a severe drought affecting Cabo Verde and a 25 percent
contraction in agriculture. On the fiscal side, the Government has gradually increased revenues while
containing spending, which reduced the fiscal deficit from 7.6 percent of GDP in 2014 to an estimated 3.1
percent in 2017. Yet the Government has faced persistent fiscal strain from the weak commercial and
financial performance of SOEs during the CPS period. Notably, the fiscal deficit in 2017 was influenced by the
acquisition of assets associated with restructuring the social housing project in the amount of 2.5 percent of
GDP. Though on a declining trend, total financing continues to be influenced by capitalization of loss-making
SOEs32, as illustrated by the explicit guarantees provided by state to SOE commercial loans equal to 6.3
percent of GDP in 2016.
101. In the CPS period, the new Government continued to anchor reforms on the GPRSP III but began
work on a new medium-term development strategy. The FY15-17 CPS was aligned to the GRSP III, which
emphasized structural reforms to improve country competitiveness, including by improving public
investment, enhancing the investment climate, fostering private sector development, modernizing the
agriculture and fisheries sectors, and strengthening these sectors’ linkages with tourism. The GPRSP III
supported five “intervention axes”: infrastructure, such as energy, water, and transportation; human capital,
including creation of a competitive labor force; good governance, such as bolstering Cabo Verde’s macrofiscal position, improving public services, and reforming SOEs; to expand trade, improve the tax system,
enhance the business climate, and increase private sector participation; and global partnerships, including
efforts amid a decline in aid flows and concessional assistance to broaden funding beyond traditional sources
(e.g., with China, Brazil, and the Middle east). In 2017, the MDP Government prepared the 2017-21 National
Sustainable Development Plan (PEDS),33 which includes four strategic objectives to make Cabo Verde a midAtlantic hub economy; guarantee economic and environmental sustainability; ensure social inclusion and
reduce inequality; and reinforce sovereignty. The proposed CPF covering FY20-25 is aligned to the PEDS.
102. Cabo Verde has made good progress on reducing poverty and inequality, though data covering the
CPS period is not yet available. As noted, poverty as measured by the national poverty line (equivalent to
US$5.36 PPP per person per day in 2015 prices) fell from 58 percent in 2001 to 35 percent in 2015. In this
period, extreme poverty, defined as those below the national food poverty line (PPP US$2.9 PPP per person
32
33

The total debt stock of the three largest SOE reached 32 percent of GDP in 2016.
PEDS stands for the Plano Estratégico de Desenvolvimento Sustentável.
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in 2015), dropped from 30 percent to 10 percent. Cabo Verde’s Gini Coefficient dipped from 0.53 in 2002 to
0.42 in 2015—a level that is relatively high but typical for SSA. Poverty reduction was slower on Cabo Verde’s
poorest islands from 2001 to 2007, but higher on such islands from 2007 to 2015, suggesting less inequality
across the archipelago. Poverty in rural areas has fallen more quickly than in urban areas, partly due to
migration to cities. Factors driving poverty reduction include high public investment; growth in tourism and
services; emigration and low population growth; and remittances, which grew from eight percent of GDP in
2009 to 12.5 percent in 2016. However, domestic migration to cities and key tourist islands in search of jobs,
has caused gaps in housing and basic infrastructure.
103. Cabo Verde has made good headway on human development indicators. Cabo Verde’s ranking on
the UN Human Development Index rose from 132nd of 187 countries in 2013 to 125nd of 189 countries in
2015.34 From 2010 to 2015, maternal mortality fell from 51 of 100,000 live births to 42, infant mortality per
1,000 live births dipped from 23.3 to 20.7, and life expectancy rose from 72.8 to 73.5, which is the highest in
the region. Cabo Verde is facing an epidemiological transition as non-communicable diseases, such as cancers
and cardiovascular diseases, today make up 69 percent of deaths, which calls for investments in prevention,
diagnosis, and treatment of chronic diseases. Cabo Verde is a top performer in Sub-Saharan Africa (SSA) in
education: net primary enrollment is nearly universal and 98 percent of those aged 15-24 are literate. Yet the
quality and efficiency of education is generally below aspirational peers and remains inadequate to leapfrog
the country’s development level: secondary education has relatively high drop out and retention rates,
technical and vocational education programs are limited, and tertiary education is not sufficiently aligned to
labor market needs. Up to 25 percent of youth are neither in school nor employed. The Government supports
diverse but fragmented social protection programs, and seeks to harmonize programs, better target
programs at the poor, and design programs to improve the skills and employability of youth.
B. Program Performance
104. The CPS was expected to provide a framework for supporting implementation of the GPRSP III. The
CPS was anchored on two complementary pillars: 1) Enhancing macro-fiscal stability, setting the foundations
for renewed growth; and 2) Improving competitiveness and private sector development. To the extent
possible, the Bank, IFC, and MIGA were to support complementary or joint programs in transport and energy
with potential to support Public Private Partnerships (PPPs). IFC was expected to help improve the investment
climate, explore financing for hotel operators, and improve linkages between agriculture and tourism.
105. The CPF’s program performance was Moderately Unsatisfactory. The following section introduced
the CPS pillars and assesses progress on each CPS outcome.
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Table 4: Ratings of CPS Pillars and Outcomes
CPS Pillars and Objectives
Pillar 1: Enhancing Macro-Fiscal Stability–Setting the Foundation for Renewed Growth
CPS Outcome 1: Improved tax revenues

Rating
Moderately
Unsatisfactory
Achieved

CPS Outcome 2. Improved public expenditure efficiency

Not Achieved

Pillar 2. Improved Competitiveness and Private Sector Development

Moderately
Unsatisfactory

CPS Outcome 3. Improved investment climate

Partially Achieved

CPS Outcome 4a. Improved electricity sector performance

Partially Achieved

CPS Outcomes 4b. Management of national roads network improved
CPS Outcome 5. Increased agricultural productivity and improved linkages to markets

Achieved
Not Achieved

Pillar 1: Enhancing Macro-Fiscal Stability–Setting the Foundation for Renewed Growth
106. Accounting for the strain of the global crises and Cabo Verde’s high vulnerability to external shocks,
Pillar 1 focused on strengthening macro-fiscal stability, particularly to boost domestic revenue, improve the
public investment system, and reform SOEs to reduce fiscal risks and improve public services. Assistance was
to be anchored on Credits 8-11 of a PRSC series, complemented by the FY16 EGPSE, and ongoing projects in
energy and transport. Yet during the CPS, the WBG opted to not pursue the PRSC 10/11 and the EGPSE,
mainly due to concerns about the adequacy of the macroeconomic framework given the rapid build-up in the
public debt stock, high risk of external debt distress, and limited progress in efforts to address fiscal risks from
the SOE sector. There was also insufficient traction on the implementation of the structural reform program,
with insufficient results under the PRSCs partly because of the PRSCs’ overly broad and insufficiently focused
program.35 Moreover, the WBG—given emerging challenges and requests from the new Government—
reoriented the CPS to focus less on improving public sector efficiency through PMBCs and PFM reforms, but
more on addressing pressing debt issues and fiscal risks, and supporting the new Government’s aims to more
fundamentally restructure and privatize SOEs, notably TACV. For example, the new and larger FY19 DPO has
notably focused on reforming TACV, which is among the largest SOE and drainer of public funds.

CPS Outcome 1. Improved tax revenue (Achieved)
107. With support of PRSCs 8/9, the Government made good progress on increasing tax revenue by
introducing new taxes, broadening the tax base, and reforming tax administration. The Government
implemented a strategic tax administration plan; introduced new tourism and ecological taxes; and
broadened the Value-Added Tax (VAT) to cover all sectors at a standardized VAT rate of 15 percent. The
PRSCs supported revisions to the General Tax Code, Judicial Procedures for Taxation, and the Tax Execution
Code, which enabled the Tax Authority to expedite tax collection procedures, reduce tax evasion, and
accelerate clearance of tax arrears. The PRSCs helped align income tax legislation with other tax legislation.
In addition, authorities worked to upgrade tax administration and introduced electronic filing.36 Reforms help
propel the domestic revenue-to-GDP ratio from 21.6 percent in 2012 to 25.0 percent by 2017—surpassing
the CPS target of 24 percent. The Government lowered its deficit-to-GDP ratio from 10.5 percent in 2012 to
35
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4.1 percent in 2016. Despite increasing tax revenue and decreasing fiscal deficits, Cabo Verde’s public debt
continued to climb to an estimated 129.5 percent by 2016, mainly due to unplanned liabilities of SOEs, lower
than expected GDP growth, and an exchange rate effect due to appreciation of the US dollar, which increased
the cost of debt payments. In addition, Cabo Verde’s growing debt was symptomatic of high costs associated
with infrastructure investments under the PIP, which continued even after the global financial crisis. Public
debt has since trended slightly downward to an estimated 126.3 percent in 2017 and 124.9 percent in 2018.
CPS Outcome 2. Improved public expenditure efficiency (Not Achieved)
108. This CPS outcome was assessed through indicators testifying to: the performance of SOEs; the
adoption of a new system for managing public investments; and the timeliness and reliability of government
accounts.
109. The Government laid the foundation for improving the performance of SOEs, but progress was
mixed on CPS targets, largely due to the client’s limited enforcement of PMBCs, and the new Government’s
reorientation toward more fundamental SOE restructuring and privatization. In Cabo Verde, SOEs provide
major public services, such as aviation (TACV), airport services (Agência de Segurança Aeroportuária, ASA),
port services (Empresa Nacional de Portos, ENAPOR), electricity and water (Empresa de Electricidade e Agua,
ELECTRA), and real estate and housing (Imobiliaria Fundiaria e Habitat, IFH), which leads the Casa Para Todos
program. In 2015, the three largest SOEs had debt reaching 30 percent of GDP. The Government has needed
to routinely cover SOEs liabilities, eroding its fiscal position. With support from the PRSCs, the Government
had by end-2015 entered into PMBCs with six SOEs—surpassing the CPS target of five. However, the new
Government did not adequately enforce these PMBCs due to lack of political will and capacity, leading to
cancellation of all one PMBC with the transport SOE by 2017. Nonetheless, the Government today prepares
regular reports on liabilities for all SOEs in Cabo Verde, and WBG support helped to reduce the Government’s
lending to SOEs from 8.8 percent of GDP in 2013 to 0.4 percent in 2017—exceeding the CPS’s targeted
reduction to 6.7 percent by 2017. In addition, the Bank completed policy notes assessing the Casa Para Todos
program and the finances and operations of TACV, which informed the Government’s decisions to restructure
this social housing program and privatize this airline. The energy and transport projects provided TA to reform
governance and SOEs in their respective sectors. As noted, the new Government has opted to focus more on
restructuring and privatizing SOEs rather than using PMBCs as a means of improving SOE performance. Such
efforts may take longer to implement but are beginning to take shape. The Bank began preparation of two
new projects to deepen support for SOE reform in the CPS period (see Box 1).

Box 2: Setting the stage for further results in SOE Reform
In the CPS period, the WBG began to prepare projects to deepen support for SOE reform, recognizing growing fiscal
risks associated with SOE liabilities and weak performance of the loss-making SOE portfolio, notably of TACV and
the social housing program, and interests of the new Government to pursue restructuring and privatization of SOEs.
In FY18, the Bank approved the SOE-related Fiscal Management Project, which will improve government capacity to
monitor and report on SOE performance, such as by strengthening capacity of the State Commercial Sector Oversight
Unit and supporting reforms to improve the performance of TACV in the lead-up to further privatization of
international routes, noting the Government has already supported privatization of operations for domestic flights
through an arrangement with Binter Airlines. With support of this project, the Government has already publicly
approved a staff retrenchment plan and grievance mechanism (June 2018)—and has begun staff reductions in the
airline. By December 2018, 123 staff had signed and received severance packages totaling US$3.4 million, and an
additional 83 staff were negotiating their packages. In complement, the Bank approved an SOE Reform and Fiscal
Management Development DPO, in June 2019. This project aims to strengthen debt and budget management and to
reduce fiscal risks from SOEs by improving management of public assets in the transport, energy, and housing sectors,
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and supporting private sector delivery of such services, including by privatizing TACV and restructuring the social
housing program. The Government has already advanced on indicative prior actions of this DPO, including approving
a new PMBC for ELECTRA, and approving list of 23 entities for restructuring, privatization, or concession. The
Government has also launched an international bid to assume operations of maritime transport. However, the
privatization of TACV international had taken longer than initially planned, delaying the presentation of the operation
to the Board by several months.

110. The CPS laid the groundwork for improving public investment planning, but Cabo Verde’s new
National Investment System (NIS) is not yet fully operational. In 2015, the Government adopted a new
procurement code and planning law mandating new tools, including a NIS, to better assess, plan, and monitor
investment projects in the government budget, with a view to realizing better returns on investments. The
Institutional Development Fund (IDF) funded a program supporting development of new guidelines and
criteria for the preparation, screening, and selection of investment projects, and specifying required
safeguards plans. However, the implementation of the NIS was delayed because of capacity constraints and
lack of political will in the MOF. As such, no progress was made on the CPS target of increasing the percentage
of public investment projects in the budget approved by the NIS to 50 percent by 2017.
111. The CPS supported analysis and reforms to improve Public Financial Management (PFM), but the
scope of assistance did not meet expectations. Cabo Verde has made progress on PFM, such as introducing
a medium-term fiscal framework, improving financial reporting of agencies and SOEs, upgrading its electronic
financial management system, and devolving budget responsibilities to line ministries—though more remains
to be done. The CPS planned TA and lending under the EGPSE to improve PFM, but the EGPSE was dropped
and its funding redirected to address needs in the SOE sector given the explanations noted above.
Nonetheless, the WBG supported a dialogue on PFM and, given pressing issues with debt, implemented a
Debt Management Performance Assessment (DeMPA) and a follow-on TA program to identity areas for debt
management reforms. In addition, the PRSCs 8/9 supported the Government to increase coverage of a Single
Treasury Account; adopt program-based budgeting; and promulgate a new Procurement Law and revised
Budget Framework Law, which was a key CPS milestone. Under the PRSCs, the percentage of sector ministries
using programmatic budgeting increased from 0 in 2012 to 100 percent by end-2015. Yet as the EGPSE was
cancelled, this CLR is unable to report on the sole and associated CPS indicator—an improvement in the
timeliness of reliability of yearly government accounts, as measured by the delay in presenting audited
accounts to Parliament. However, in the next CPS period, the SOE reform project is expected to increase the
number of SOE audits under a new legal framework, including performance and compliance audits.
Pillar 2. Improved Competitiveness and Private Sector Development
112. Reflecting the GPRSP III’s emphasis on building a more sustainable, competitive economy, Pillar II
provided select assistance in three areas: (i) Improve the investment climate; (ii) Support enabling sectors,
including energy and roads, and (iii) Enhance agricultural productivity and linkages to markets. Key themes
were to support the private sector to become more active in attracting investments and generating jobs,
especially given high informal employment and unemployment among youth and women and put in place
enabling factors—a better business climate, sustainable power supplies, and improved connectivity—to
allow the poor to capitalize on economic opportunities.
CPS Outcome 3. Improved investment climate (Partially Achieved)
113. The WBG achieved mixed results on improving the investment climate based on CPS indicators.
The PRSCs 8/9 helped to streamline custom procedures, notably by supporting new regulations in Cabo
Verde’s Customs Code. However, progress related to the CPS indicator measuring time to import is
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contradictory, likely due to consistency issues with data provided by the Doing Business (DB) on this indicator.
According to the ICR of the PRSCs 8/9, the time to import increased from 18 days in 2013 to 20 days by end2015 (latest project data available, from 2015 DB), missing the CPS’s targeted reduction to 15 of fewer days
by 2017. Yet DB suggests the time to import in documentary compliance fell from 2 days in DB 2016 to 1 day
in DB2018, while remaining 2.5 days in border compliance throughout this period. In aggregate, this translates
to a drop-in time to import from 4.5 days in DB2016, far better than the CPS objective, to even shorter time
of 3.5 days in DB2018. The PRSCs supported establishment of a “single window system” for investments,
which aims to expedite licensing of foreign investors and concession of tax benefits. By 2017, this window
had processed 67 investment projects—exceeding the CPS target of 30 by 2017 (2018 data not yet available).
Under the Competitiveness for Tourism Development Project, the Government was expected to establish a
tourism and investment promotion center, implement a formal investor outreach program, and increase
investment in the sector. Yet this project was not approved until FY16 and became effective only in FY17,
mainly due to unexpected discussions on loan size and uncertainty during the legislative elections, which saw
a new party come into power in 2016. Activities of this project are still in early stages, though the tourism
center was expected to be approved by April 2019. When the CPS was designed, the tourism project was
expected to support an innovation marketplace and matching grant scheme to support SMEs, but these
activities were not included in the project’s final design. This CLR is thus unable to report on the third CPS
indicator on the number of start-ups owned by women. However, this project is tracking the number of
female representatives from MSMEs trained by private sector organizations.
114. The WBG supported the financial sector through ASA, preparation of a new operation in support
to Medium, Small, and Micro Enterprises (MSMEs), and an IFC engagement. With financing from the FIRST
Trust Fund, the Bank assisted the Government to develop a strategy for improving financial infrastructure
and access to finance among MSMEs. This strategy has informed legal and regulatory reforms, and the design
of the FY18 Access to Finance for MSMEs Project, which will help establish a Partial Credit Guarantee Fund
to enhance MSME finance, provide TA for MSMEs, and improve Cabo Verde’s credit information system.
Authorities have finalized formation of the Board of the Partial Credit Guarantee Fund, which should be
operational in FY20. Responding to a request from Cabo Verde’s Financial Intelligence Unit, the Bank provided
TA to undertake a National Risk Assessment (NRA) of threats posed by Money Laundering and Terrorism
Financing (ML/TF). After a workshop in August 2016 to introduce the NRA tool, authorities worked to collect
data and draft an NRA report, which led to development of an action plan for mitigating ML/TF risks. The
IFC’s financial institutions teams continued business development efforts to expand access to finance for
MSMEs, leading to an investment with Banco Caboverdiano de Negocios (BCN) in FY18. The investment
consists of a €5 million senior loan and a US$2 million Trade Finance line to help the Bank increase access to
finance to SMEs and enhance its trade finance activities. This investment is accompanied by an Advisory
Services engagement for BCN to: (i) strengthen and implement an SME strategy; (ii) develop a customer value
proposition to scale-up lending to SMEs; and (iii) design and identify resources to deliver the strategy’s
implementation plan.
115. Global indices suggest mixed progress on Cabo Verde’s investment and business climates.
According to Doing Business 2018, Cabo Verde’s score on the Distance to Frontier (0=lowest performance,
100=best performance) rose slightly from 55.41 in 2015 to 56.24 in 2018, when it ranked 127 th of 190
countries. Mirroring past trends, Cabo Verde’s score in 2018 exceeded the SSA average of 50.43 but was less
than the Seychelles’ (61.41) and Mauritius’ (77.54)—two of Cabo Verde’s aspirational peers. Cabo Verde’s
scores stagnated on most sub-dimensions of Doing Business, though the country achieved a two-point or
more gain in the DTF in registering property, paying taxes, getting electricity, and trading across borders. IFC
worked closely with the World Bank through advisory services engagements to improve the investment
climate and Doing Business indicators, which led to a Doing Business Task Force and adoption of a national
Action Plan for investment climate reforms. Progress was made on the insolvency regime, making it more
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transparent and conducive to private investment. Overall, though, reforms to ease business still need to be
accelerated to reverse the deteriorating ranking of Cabo Verde.37
CPS Outcome 4a. Improved electricity sector performance (Partially Achieved)
116. With support of the FY11 Recovery and Reform of the Electricity Sector Project (RRESP), the CPS
made moderate gains in electricity generation, but progress on curtailing electricity losses ebbed amid the
change in government. This project sought to increase electricity generation on Sao Vicente and Santiago
islands, and support restructuring of ELECTRA. The project completed power plant extensions in Praia and
Mindelo, which improved the quality of electric services and reduced generation costs. By 2016, annual
electricity generation rose to 74 GWh on Sao Vincente and to 224.29 GWh on Santiago, though these gains
failed to reach the CPS targets of 97 GWh and 267.77 GWh, respectively.38 Project officials praised the
extensions and project investments for putting in place high-tech infrastructure and reducing blackouts,
though suggested that the CPS and government targets for generation were too ambitious. In addition, the
project invested in measures to better track electricity use, such as increasing residential meters in Santiago
from 1,933 in 2015 to 6,353 in 2017. Electricity losses on Santiago fell from 34.5 percent in 2011 to 32.5
percent in 2016 but missed the CPS target of 25.4 percent for 2016 (losses increased to 37.9 percent in 2017,
with a slight retraction to 36.0 percent in 2018). ELECTRA has struggled to address electricity losses due to
non-technical factors, such as theft and fraud, and is pursuing measures to improve revenue retention, such
as by: (i) establishing an anti-theft unit with a proactive role in fighting against violators; and (ii) installing a
revenue protection system based on software and smart meters controlling for deviations between
distributed and metered electricity. Under the new MDP Government, progress slowed in the energy sector,
mainly due to termination of the performance contract between the Government and ELECTRA, and
authorities move toward privatizing the company. Progress on this project was also impaired somewhat by
delays in obtaining approvals or comments from authorities for key activities. Nonetheless, project officials
generally praised this project and their relationship with the WBG, even suggesting scope for more public
recognition of this project’s achievements, particularly in curtailing blackouts. The PRSCs 8/9 also supported
promulgation of a law on illegal electrical connections.
117. Though not envisioned in the original CPS, the WBG approved a project in FY16 to support the
greater use of renewable energy in Cabo Verde. This project was funded by a US$1 million grant from the
Support for Small Island Developing States Sustainable Energy Initiative (SIDS Dock) Multi Donor Trust Fund.
This project finalized a market study and recommendations on how to promote distributed energy
investments, such as solar photovoltaic (PV) and solar thermal systems. Project activities slowed on the
project’s key component, which supports the installation of PV systems in six regional hospitals and solar
thermal systems in two hospitals, partly due a recent restructuring of the General Directorate for Energy and
a delay in co-financing from the Government. The Government requested a one-year extension of the
project’s closing date from December 2017 to December 2018, mainly to finalize the installation of these PV
systems, which were installed by end-2018. IFC sought opportunities to support the energy sector either
directly or through PPPs, but no opportunities materialized in the CPS period mainly given limited SOE reform
and issues related to ELECTRA.
CPS Outcome 4b. Management of national roads network improved (Achieved)
118. The CPS made significant headway on improving the national road network, which will help to
facilitate trade and tourism and improve the quality of life of residents. Activities of the FY13 Transport
37
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Sector Reform Project (TSRP) sought to improve the efficiency and management of national road assets, and
supported reform of SOEs in the transport sector. Under this project, the share of the national road network
maintained through PMBCs rose from 44 percent in 2013 to 74 percent by August 2016. The share of national
roads in good or fair condition rose from 50 percent in 2013 to 62 percent by 2016, and to 89 percent by
2018. The CPS target was 75 percent by 2017, but data is not available for this year. However, the average of
these two shares for 2016 and 2018 is about 75 percent. In addition, the project supported improvements to
a database on accidents; issuance of annual reports on accidents; and timely publication of annual financial
audits of transport-related SOEs. Project staff praised the project design and the effectiveness of PMBCs for
ensuring road maintenance. At the same time, staff noted difficulties in obtaining timely approvals from the
WB for activities early in the project, which were later resolved, and some delays in activities given lack of
timely approvals and clarity at ministerial levels. The PRSCs also provided complementary support for PMBCs
in the road sector. An additional financing of US$27 million was approved in June 2017 to scale up activities
and enhance achievements of TSRP including: (a) undertaking additional PBMCs; (b) scaling up the provision
for emergency road repairs; and (c) continuing the reform of SOEs in the transport sector. For example, with
support of this AF, the Government in February 2019 signed a 20-year concession agreement with an
international operator to provide safe, affordable, and efficient inter-island maritime services. IFC engaged
with the PPP unit of MoF to support privatization efforts in the transport sector, though little progress was
made given the Government’s sole focus on the restructuring of TACV, which is still not complete (though in
March 2019, the Government concluded negotiations with Icelandair over the acquisition of 51 percent of
TACV’s equity, as part of a broader reform effort). IFC has indicated its interest to work with private operators
in the airport and other infrastructure sectors, provided that appropriate market conditions are in place.
CPS Outcome 5. Increased agricultural productivity and improved linkages to markets (Not Achieved)
119. The CPS did not make headway on this outcome as the proposed regional program anchoring Bank
engagement in agriculture was dropped. The Bank’s support was expected to be channeled through Phase
1D of the West Africa Agriculture Productivity Program (WAAPP), which aims to generate and disseminate
improved technologies in participating countries to improve agricultural yields and performance. This phase
was expected to support Cabo Verde, Guinea-Bissau, and Mauritania. However, the CMU cancelled this
project as the new Government in 2016 did not view this project as a priority in the context of a tight IDA
allocation and competing priorities, notably in relation to the macro situation, SOE reform, transport, and
education. As such, no progress was made on the associated CPS indicators, which measured application of
new technologies and increased agriculture yields. The Bank conducted an initial agriculture assessment, but
Bank staff suggested scope for a broader review of the sector. The IFC did not engage in agriculture over the
CPS period.
Additional WBG support over FY15-17
120. Based on client request, the WBG provided additional ASA and TA related to water and sanitation,
the environment, disaster assessment, and statistics.
•

Water and sanitation: In FY15, the WBG initiated an ASA to support the creation of two Multi-Municipal
Utilities to (MMUs) that would operate on a commercial basis to provide water and sanitation services
in Santo Antao and Sao Nicolas. Key aims of this assistance were to improve the services of existing
utilities and enhance opportunities for financing from the private sector and the Infrastructure Grant
Facility under the Millennium Challenge Corporation (MCC) Compact. Though the ASA was initiated in
the CPS period, the study and recommendations on the structure, financing, and functioning of the
MMUs was delivered in January 2018. The Bank team held workshops in Cabo Verde, and an action plan
was agreed on the establishment of the MMUs.
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•

Disaster response and the environment: Disaster response and preparedness: In response to a volcanic
eruption on the island of Fogo in 2014, the WBG supported the Government to undertake a Post-Disaster
Needs Assessment (PNDA) in cooperation with partners, such as the EU, the Government of Luxembourg,
and UN agencies. This eruption caused an estimated US$28m in physical damages and production losses,
and destroyed roads, infrastructure, and settlements, thus displacing nearly 1,000 people. The PDNA
assessed the impacts of the disaster caused by the eruption and supported development of a strategy
for recovery and reconstruction, which included gender, social and environmental dimensions.
Engagement under the PNDA helped pave the way for the request from the Government of a
Development Policy Operation with a Catastrophe Deferred Drawdown Option (Cat DDO, P160628),
which will support the Government to strengthen the institutional framework for disaster and climaterisk management and incorporate disaster and climate-related resilience considerations into territorial
and development planning. In addition, the PRSCs supported the establishment of 14 protected areas to
halt damaging environmental practices, particularly attributable to tourism.

IFC and MIGA Support
121. IFC engaged in business development efforts in the tourism, financial, institutions, PPP,
agribusiness, infrastructure, and investment climate areas in the FY15-FY17. These efforts yielded a €5
million senior loan and a US$2 million trade finance line in the financial sector to Banco Caboverdiano de
Negocios (BCN), accompanied by Advisory Services in mid-FY18. In addition, IFC found opportunities to invest
in diversification of the tourism sector, namely to invest in a business hotel in Praia. However, an investment
did not materialize due to the financial sustainability of the project sponsor. At the same time, IFC was
continuously engaged with the Government in supporting the potential privatization agenda, especially in
transport infrastructure. As noted, the IFC worked closely with the World Bank through advisory services
engagements to improve the investment climate and Doing Business indicators and made progress on the
insolvency regime. The main impediments to IFC doing more business in Cabo Verde are: i) limited financial
strength and experience of sponsors; (ii) deal size; iii) strong public role in all sectors; and iv) limited clarity
and engagement from the Government on the privatization agenda. IFC will continue to seek innovative
solutions to support the private sector and leverage the WB for upstream market creation opportunities.
122. The CPS did not identify specific operations for MIGA support. Nonetheless, MIGA continued to
explore opportunities in support of FDI in the country, through its political risk insurance instruments.
However, lack of progress with the Government’s privatization and PPP agenda, and a weak regulatory
regime, limited opportunities for MIGA operations in the country over the CPS period.
II. WORLD BANK GROUP PERFORMANCE
123. This section assesses the design and implementation of the CPF program. The overall rating of the
WBG performance in this CPS was Fair.

A. Design
124. The CPS’s original framework and selective portfolio proved relevant to Cabo Verde’s development
priorities and needs—even if results were ultimately modest given the change in government and client
priorities and a reorientation of the portfolio toward addressing fiscal risks and advancing SOE reform amid
rising fiscal vulnerabilities and public debt. The CPS program was closely aligned to priorities of the GPRSP
III. The CPS’s focus in Pillar 1 on enhancing macro-fiscal stability was warranted given Cabo Verde’s enduring
fiscal and economic challenges after the global and Eurozone crises, and mounting risks associated with high
investment and loss-making SOEs. The CPS’s focus on improving competitiveness and private sector
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development was justified, given the Government’s aim to enhance the private sector’s role in growth and
service delivery. Per client demand, the CPS was not designed to intervene in human development sectors,
which reflected the limited IDA envelope, and Cabo Verde’s strong performance in health and some areas of
education relative to its peers in SSA.
125. The CPS adhered rather well to lessons of the last WBG partnership. The Completion Report of the
FY09-12 CPS called for the WBG to be highly selective and not support more than two lending operations per
year. The plan was to approve no more than six new operations during the CPS period. This selectivity was
substantially strengthened during the CPS period as only three IDA lending operations were approved from
FY15-17 (PRSC 9, AF in transport, and the tourism project), due to a revised strategy of the portfolio to
account for fiscal vulnerabilities amid rising debt and shifts in client demand. As expected, the WBG continued
to combine DPO lending with investment projects and TA to enhance development impact. Key structural
measures of the PRSCs supporting macroeconomic stability, SOE reform, and improvements in transport and
energy were informed by ASA and TA (e.g., debt management TA, Policy note on TACV) and support from the
ongoing energy and transport projects. However, some of the PRSC reforms proved unrealistic and, globally,
the PRSC was overly complex. The CPS continued to support South-South Knowledge Exchange (SSKE) to
increase buy-in for reform and enable agencies to learn from other countries. The PRSCs 8/9 exposed officials
to successful SOE models in other countries to increase ownership over SOE reforms in Cabo Verde. The FY15
TA on Institutional Arrangements in Tourism exposed authorities to models of tourism in the Seychelles,
Singapore, Malaysia, Macau, Hong Kong, and Costa Rica. The FIRST-funded program to develop a strategy for
SME access to finance supported sharing for knowledge between Brazil, Mozambique, and Rwanda.
126. Per recommendation from the last country partnership, the WBG offered support to improve Cabo
Verde’s capacity to collect, analyze, and disseminate statistics, which are crucial for monitoring and
adjusting development and public programs. Due to insufficient funding for surveys, lack of skilled workers,
and other factors, Cabo Verde’s score on the Statistical Capacity Indicator (SCI) had fallen from 73.3 in 2010
to 66.7 by 2015, mainly caused by a drop in the sub-indicators on collecting “source data” and the “periodicity
and timeliness” of publishing key indicators. However, the SCI had risen to 71.1 in 2018, following the
completion of Cabo Verde’s 2015 income and consumption expenditure survey (the IDRF 2015) to which the
WB provided analytical support. In September 2017, the WB started a TA program to support the National
Statistical Institute (INE) to develop a new National Statistical Development Strategy (NSDS) for 2018-22 and
a “costed” action plan and to strengthen INE’s capacity to implement this plan. The NSDS was completed in
May 2018 and launched in July 2018. In FY17 and FY18, the WBG supported the Government’s aim to make
micro-data more easily available to researchers, including through a TA program to amend the statistical law
and support anonymization of micro-data. Release of the first set of micro-data is foreseen for 2019. In FY18,
the WBG helped introduce rapid poverty monitoring systems. In FY19, the WB started TA activities to
strengthen administrative data systems and ICT data exchange platforms. This has been part of a broader
WBG TA effort to strengthen results measurement of national priority programs and the budget.
127. The CPS exhibited good performance in integrating gender in the WBG portfolio. The CPS
referenced an AFR review from 2013 indicating that only 20 percent of the WBG portfolio in Cabo Verde was
“gender-informed”. The CPS aimed to increase this ratio, acknowledging that weak performance had been
partly due to the Bank’s limited engagement in areas with traditionally strong gender mainstreaming, such
as health and education. Seventy percent of lending projects approved from FY10-17 were gender informed,
as were all three lending projects approved in the CPS period. Further, the FY16 Competitiveness for Tourism
Development project included all three gender dimensions (analysis, actions, and M&E), and an indicator
measuring support for female entrepreneurs in the tourism value chain. Other projects in transport and
energy included general indicators, such as shares of female beneficiaries. The PDNA analyzed the effects
and recovery from the Fogo eruption from a gender dimension.
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128. The CPS results framework was aligned to the GPRSP III and appropriate to the modest portfolio,
though some indicators might have been too ambitious and outside the scope of WBG influence, and
collection of data for 2017 was affected by the cancellation of the PRSCs 10/11. The results framework
featured six outcomes and six milestones reflecting the limited CPS program. For the most part, the Outcomes
fit the scope of WBG influence, and linkages in the results chains were logical. However, the CPS target for
energy generation might have been too ambitious, and a few indicators, such as those measuring higher
domestic revenue-to-GDP, and a reduction in lending to SOEs, might have been too broad relative to Bank
influence under the PRSCs. The decision to modify the focus of the CPS portfolio (i.e., which contributed to
dropping the PRSC10/11 forecast for 2016/17) complicated collection of data on some CPS targets for 2017.
The lack of an expected agriculture program prevented measurement of the CPS Outcome altogether.
129. The CPS identified external and domestic risks to the delivery of the CPS, some of which
materialized, though in unexpected ways. The CPS suggested that a downturn in external conditions could
affect growth, while positing that reforms supported under the PRSCs would help mitigate macro-risks and
improve Cabo Verde’s resilience to shocks. External conditions over the CPS remained generally favorable
and growth rebounded somewhat, though public debt rose to a high distress level amid a depreciation of the
Real Exchange Rate with the US dollar and growing liabilities of SOEs. Liabilities of SOEs were not explicitly
cast as a risk in the CPS—though arguably should have been. The PRSCs 8/9 made headway in increasing tax
revenue and decreasing deficits, but Cabo Verde’s resilience was undercut by pressing fiscal vulnerabilities
including issues with SOEs and debt, which contributed to dropping the PRSCs 10/11 and reorienting the CPS
portfolio. These changes were warranted as the use of the PRSCs to mitigate this risk proved insufficient. The
CPS identified a risk that structural reforms supported by the Government and PRSCs might not incentivize
the private sector to take a more active role in the economy. The CPS proposed that dialogue between the
Government and private sector, combined with the WB’s support for SOE reform, would encourage private
sector participation in infrastructure. The WBG’s dialogue with the Government and private sector players
contributed to the new Government’s launching an SOE privatization plan, and some advancement of on key
privatizations, notably of TACV. However, more time will be needed for crowding in to manifest in earnest
and the pace of reform will need to accelerate as the Government still needs to cede space for private
operators to enter key sectors.
130. The CPS identified risks related to the political economy and the Government’s limited technical
capacity. The CPS noted a substantial risk that the success of the CPF reform program could be undermined
by the sensitivity of certain reforms, particularly in the lead-up to the elections in 2016. Though praising Cabo
Verde’s institutional and technical capacity compared with its peers, the CPS noted that core ministries still
have limited technical staff, and that special processes involved with SOE reform could pose challenges for
agencies. The CPS proposed to mitigate the former risk by implementing a communications strategy on
reforms targeting representatives of the private sector, SOE leadership, civil servants, and other stakeholders.
This was not done in the CPS period. In response to the latter risk, the WBG and partners were to provide
capacity building to improve the prospects for success in key reform areas, which the Bank made available in
the period. Notably, the Bank provided timely, high-quality advice and support to assess reform options for
TACV and the social housing program and the SOE managing it (IFH). This advice informed the design of the
Government’s reform strategies in these areas. However, the highly political nature of reforms, combined
with limited technical capacities in government, meant that implementation progress was slower than
desired. Efforts to privatize the national airline were constrained by limited interest by the private sector and
the need to ensure continued air coverage of all major islands. The withdrawal of TACV from the domestic
air market and entry of a private operator in 2016 was relatively quick but the privatization of the rest of
TACV has been lagging. However, the restructuring of the social housing program was constrained by political
factors and technical considerations, essentially the limited capacity of a relatively small government team
to undertake several major reforms simultaneously. In addition, progress in energy was undermined by lack
of clarity from the Government during the political transition and cancellation of the performance contract
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with ELECTRA, as the Government moves toward ELECTRA’s privatization. Reforms of the PRSCs, especially
related to SOE reform and the business environment, were overly ambitious given country capacity.
B. Implementation
131. The CPS’s IDA commitments from FY15-17 experienced significant changes, with only two of six
envisioned lending projects delivered in line with the original plan. However, the Bank in the CPS period
started preparation of two new lending projects at the request of the new government supporting SOE
reform and access to finance for SMEs, which were approved in FY18. The CPS projected an IDA
commitment of US$49.5 million for FY15-17, while the actual IDA commitment was US$42 million. As
expected, the CPS delivered the PRSC 9 in FY15 and the Competitiveness for Tourism project, though the
latter was delayed from FY15 to FY16 and downsized at the request of the new government. Neither the
PRSCs 10/11 nor the EGPSE was delivered in FY16/17 due to concerns about macro stability amid burgeoning
liabilities of SOEs, lack of client capacity and ownership, and less than stellar results of the PRSCs. However,
measures of these projects were integrated into the new FY18 SOE reform project and the recently approved
FY19 DPO. The Bank dropped the WAAPP-1D scheduled for FY16 due to the new Government’s limited
prioritization of the topic. Unforeseen in the CPS, the Bank approved in FY16 a US$1 million RETF grant for
the Distributed Solar Energy Systems project. In FY17, the Bank approved an Additional Financing for the
FY10 Transport Sector Reform project, which is focusing on additional road rehabilitation and emergency
road repairs. The CPS had noted the possibility for a transport project, but it had not been costed in the
original plan. The CPS portfolio included active projects in energy and transport, which progressed generally
on track. Per client request, the WB prepared and, in February 2018, approved an Access to Finance for
MSMEs project, which is supporting improvements to credit systems and a Partial Credit Guarantee Fund to
enhance the provision of credit from financial institutions to MSMEs. The IFC embarked on discussions which
led to a €5 million senior loan and a US$2 million trade finance line in the financial sector to Banco
Caboverdiano de Negocios (BCN), accompanied by Advisory Services in mid-FY18.
132. The quality of the CPS lending program was mixed. The Implementation Completion Report (ICR) of
the PRSCs 8/9 rated both Bank Performance and Outcome as Moderately Unsatisfactory (MU). The ICR noted
that the PRSCs made progress in key areas, especially in the PRSCs’ first pillar (enhancing macro-fiscal
stability), but less on the second pillar (increasing competitiveness), due to an overly ambitious project scope
and an excessive 28 indicators, which might have diluted the Government’s focus and attention.39 The
Independent Evaluation Group (IEG) reviewed the PRSC 8/9—the only project in the CPS period rated by IEG.
Staff from IEG agreed with the MU rating for Bank Performance, noting that the PSRCs 8/9 were well informed
by analytical work and addressed strategic concerns, but that project design was too ambitious, macro-fiscal
risks underestimated, and aspects of M&E deficient, such as excessive focus on legislative actions instead of
implementation, and instances of weak results chains. The IEG downgraded the Outcome rating to
Unsatisfactory, suggesting that despite progress on tax reform, little overall progress was made on efficiency
of public expenditure, and that a key objective of ensuring macro-stability was not achieved. The IEG rated
the PRCSs’ progress on structural reforms supporting “competitiveness” as negligible, except for advances in
environmental protection. According to Implementation Status Reports (ISRs), the Competitiveness for
Tourism project has been rated Satisfactory on both Development Objective (DO) and Implementation
Progress (IP), and the energy and transport projects Moderately Satisfactory, though the energy project was
flagged for M&E difficulties. The CPS portfolio had neither problem projects nor commitments at risk. The
disbursement ratio was about 65 percent in both FY15 and FY16, and 24 percent in FY17—an average of 30
percent for the CPS period. The average disbursement ratio in AFR was 18.2 percent from FY15-17. The ratio
fell to 14.6 percent for FY18 and is at 14.1 percent (annualized) for FY19.

39

Of the PRSCs triggers, 14 were met, 11 not met, and 3 dropped.
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133. The CPS supported ASA and TA to shed light on client challenges, support the Government’s reform
agenda, and lay the groundwork for scaled WBG engagement, though some expected programs were not
delivered amid a reorientation of the program toward addressing rising fiscal vulnerabilities. Several TA
and ASA programs delivered before and during the CPS informed or supported reforms under the PRSCs,
including the FY13 Country Economic Memorandum and Debt Management TA. The Bank provided TA to
improve Cabo Verde’s statistical capacity, develop a strategy to improve access to finance for MSMEs, and
examine issues with money laundering and terrorism financing. The FY15 Institutional Arrangements for
Tourism program informed the development of the Tourism and Competitiveness project. The PDNA
analyzed and identified recovery options for the disaster of the 2014 Fogo eruption, and helped to pave the
way for development of the FY19 CAT-DDO. However, some planned ASA/TA programs, such as in the rural
and human development areas (e.g., an agriculture review and programmatic knowledge TA in HD), were not
delivered per client interest, and a reorientation of knowledge program toward the SOE and debt agenda.
134. The lack of a PLR was a missed opportunity to adjust the CPS portfolio at midterm. Through a PLR,
the WBG might have adjusted the CPS objectives to reflect changes in country context, including the shift in
Government and client priorities; concerns about mounting debt and risks of SOEs; and the CPS’s
reorientation towards SOE reform, namely of TACV. If deemed appropriate and agreed with Government, a
PLR could have extended the CPS through FY18 or beyond to better capture the CPS’s reorientation and
revised outcomes. A PLR could have also documented the dropping of the PRSCs 10/11, the EGPSE, and
agriculture project, and allowed adjustment of the CPS results matrix, such as to remove the outcome on
agriculture, scale down indicators; adjust targets based on cancellation of projects, and possibly broaden
outcomes to include newly requested WBG assistance, such as in disaster risk assessment and the
environment. Some interviews suggest that limited bandwidth in the CMU was a factor in not doing a PLR.
135. Supervision of the WBG portfolio was generally adequate. Supervision missions were held regularly
at least twice a year on key projects (e.g., transport, energy). The macro situation was closely followed-along
with outcomes from previous operations, leading to changes in the WBG portfolio and approach to support
the country.
136. The WBG has worked effectively across units and Global Practices. Team from the WB engaged in
productive collaboration to prepare key projects, including between the Urban and Disaster Risk
Management (DRM) teams within the Social, Urban, Rural, and Resilience (SURR) GPs to prepare the FY19
CAT-DDO, and between SURR and the Macro, Trade and Investment Global Practices to prepare the DPO.
Teams collaborated effectively between the Governance, Transport, and MTI GPs on TA on TACV. Though IFC
has had a limited portfolio in Cabo Verde thus far, collaboration between the entities (IFC, MIGA and the
WB) has been adequate, especially on sharing information. IFC also worked closely with the Bank on the
Doing Business agenda. Coordination on the MSME agenda between WBG entities could benefit, in the
future, from closer coordination and complementarity to avoid two similar operations.
137. Country officials proposed ways that the next CPF that might help improve development impacts
and working relations with the Government. Officials suggested that the WBG might better anchor the CPF
program and results on the content and targets of the government program (i.e., the 2017-21 PEDS for the
next CPS). As a corollary, the Bank was advised to choose realistic prior actions and triggers for DPOs that are
aligned to the PEDS and over which the Government has sufficient control. Officials suggested that the Bank
might enhance its development impact by concentrating more resources on fewer lending operations, with
a view to driving economies of scale. From FY15-18, the WBG approved six IPF operations with an average
commitment value of US$13 million—ranging from US$1million for the FY15 Distributed Solar Energy
Systems Project, to US$27 million for an FY17 Additional Financing for the Transport Sector Reform Project.
At the level of the MOF, officials suggested scope to better plan missions, some of which may be repetitive
and planned at the last moment and to reduce requests for ad-hoc working groups to understand client needs
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and move projects forward, again suggesting that analysis of the government strategy might obviate the need
for such groups.
138. The WBG worked effectively with donors to implement the FY15-17 CPS. Since 2006, the WBG has
been an active member of a multi-donor Budget Support Group (BSG), which conducts joint reviews twice a
year, and been effective in promoting harmonization and attracting external budget support for Cabo Verde.
The BSG includes representatives from African Development Bank, European Union, Luxemburg, Portugal
and the WBG. In the absence of an IMF program, the WBG conducted a CEM and analytical work in FY13-14
to undertake a comprehensive assessment of Cabo Verde’s economy and challenges in sectors, which
undergirded planned budget support under the PRSCs. Donors were engaged in this assessment and the
development of the initial PRSC, which enhanced WBG-donor coordination on development reforms.
Informed by this process, the CPS document included a framework in an annex outlining the expected division
of labor between donors in supporting the specific sectors. Within this framework, the WBG took the lead in
promoting macroeconomic stability, and, in close coordination with the AfDB, supporting competitiveness
and infrastructure development. To varying degrees, the EU, the Luxembourg Cooperation, and UN Agencies
focused on human development, including health, education, social protection, and sanitation.
III. ALIGNMENT WITH CORPORATE GOALS
139. The FY15-17 CPS reflected the WBG’s Corporate Goals and select priorities of AFR, even if outcomes
proved modest. The CPS’s first Pillar sought to enhance the efficiency of public spending and create fiscal
space for investment in human capital and poverty reduction. The second Pillar, by supporting Cabo Verde’s
investment climate, tourism, and enabling infrastructure, sought to attract investments and create jobs,
especially for the poor. During the CPS, rising debt associated with SOEs and concerns about government
capacity led to a deeper focus on SOE reform to ensure macro-stability, though this reorientation was
arguably pro-poor as reducing public debt and privatizing loss-making SOEs are crucial to freeing resources
for investments in poverty reduction. Reflecting IDA17 priorities on gender and climate change, all three
projects approved in the CPS period were “gender-informed”, and the portfolio had climate co-benefits of 45
percent, though the latter was largely driven by the FY17 Additional Financing for the Transport Sector reform
Project, which was assessed as having 70 percent co-benefits. The AFR target (for FY20) is 22 percent climate
co-benefits. The CPS reflected AFR’s priorities of scaling support for agriculture, especially as a source of
growth beyond extractives, and energy, including accelerating use of renewables like solar energy. The FY1517 CPS did not provide substantial support for AFR’s priorities of education and human capital, though the
new Government has requested assistance on education and social inclusion in the next CPS period.
IV.
140.

LESSONS LEARNED

The key lessons for the WBG to consider as it develops the FY20-25 CPF are mentioned below:

a.

Increased WBG presence on the ground may facilitate dialogue with the authorities and improve
understanding of the implementation challenges. The World Bank opened an office in Praia, in July 2018
which has contributed already to a more proactive dialogue and faster responses to clients. It is expected
that better coordination will be achieved thanks to this increased presence.
b. Strong ownership of structural reforms is essential and the need for long-term engagement to reinforce
that ownership. Recent progress in the reform agenda, notably the privatization of an important SOE in
air transport, has been achieved in a context of consistent dialogue with the Government on the need to
reform the sector. This led to a two-year delay in processing a planned DPO given the impact of the SOE
on public finance, combined with financial support to a retrenchment plan of the SOE through the SOE
Project and TA under the transport project. Similar progress is now expected in other areas in the shortrun.
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c.

d.

e.

f.

Take due account of Cabo Verde’s political economy and limited institutional and technical capacity to
implement reforms. Ensure reform areas are well-grounded in the country’s development plan and enjoy
strong ownership among all pertinent levels of government, and among relevant stakeholders from the
private sector and civil society, as confirmed by broad-based consultations on the CPF. Identify strong
champions able to conceive and lead the needed reforms. When supporting sensitive or difficult reforms,
provide strong TA and high-quality analytical products, define reasonable timeframes for reforms, and
seek to foster authorities’ understanding of challenges as well as their consensus and commitment to
reform paths. Moreover, structure reforms in detailed/progressive steps (avoiding big leaps) and ensure
a close supervision in time (DPO series, for instance).
Consider extending the CPS timeframe and adopt flexible approach to allow for results to mature and
the program to adjust to emerging developments or implementation delays. The three-year CPS period
was too short to deliver on an ambitious program. Moreover, there was no time to adjust the program
to emerging developments, such as delays in the adoption of reforms or the delivery of operations.
To minimize pressure on scarce domestic capacity, further concentrate financial resources on fewer,
operations in key sectors for more impact while balancing ambition with realism and to find the right
combination of support instruments. To further enhance synergies and impact, continue to strategically
combine instruments (ASA, IPFs, DPOs) and adopt innovative approaches such as Program for Results
(PforR) or Results-Based Financing to accelerate development results, especially in difficult areas. The
FY15-FY17 CPS succeeded in accelerating reform by combining budget support under the PRSCs with TA
and investment projects in transport and energy. Assess and define prudently project timeframes; scope
and dollar value; the level of support among relevant actors, including from other donors and the private
sector; the degree of government control over results; the adequacy of linkages between results and
WBG interventions; and the capacity of implementing agencies. Take a more flexible approach in the
management of the portfolio to adapt to changing environment given the country’s vulnerability and
limited capacity.
The need to enhance Government’s capacity and desire to implement the SOE reform agenda and
create space for more private sector activity. The private sector needs clear signals from the
Government to be able to support the privatization agenda through PPPs. In infrastructure, IFC’s work is
constrained by high government spending and ODA, which has traditionally crowded out private
investment. An assessment of areas in infrastructure attractive for private investment would be
welcome. In the tourism sector, IFC faces constraints due to lack of operationally and financially strong
sponsors with viable projects ready to diversify the sector and expand tourism offerings. Given the factors
above, IFC will need to coordinate with the World Bank and other partners in sectors where government
reform is needed.
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CLR Annex 1: CPS Results Matrix Evaluation

CPS Outcomes

Status at CPS Completion

Insights/Lessons
for Next CPS Period

WBG Program

Pillar 1: Enhancing Macro-Fiscal Stability–Setting the foundation for renewed growth
Outcome 1: Improved tax revenues

Achieved

Domestic revenue to GDP ratio
Baseline (2012) 21.0%; Target (2017)
24%

Met. Domestic revenue as a percent of GDP
reached 25.0 percent in 2017 (though the
baseline according to government data
should have been 21.6 percent in 2012).

Outcome 2: Improved public expenditure
efficiency

Not Achieved

Performance of SOEs
- Reduction of GoCV lending to SOEs as a
% of GDP
Baseline (2013) 8.8% Target (2017) 6.7%

- Number of SOEs with a results-based
management system
Baseline (2013) 1 Target (2017) 5

Met. Ratio of GoCV lending to SOEs fell to 0.4
percent by 2017.

Not Met. By end-2015, six SOEs had
implemented results-based management
contracts, though the Government did not
enforce them, leading to cancellation of all
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• Gains from tax revenues helped with
the fiscal consolidation leading up to
2015/16, but authorities struggled to
contain expenditure amid growing
SOE liabilities.
• Plans for addressing debt must be
closely elaborated with authorities to
ensure full ownership.
• A new debt law was recently passed
mandating deployment of a debt
strategy and annual borrowing plan
consistent with reducing debt.
• Avoid overtaxing Cabo Verde’s
limited administrative capacity by
focusing budget support on too
many sectors.
• PMBCs can be effective in improving
public services but are alone
insufficient absent strong political
ownership. Additional analysis and
TA may be indicated to build client
ownership and capacity for
fundamental reform
• Presenting evidence of successes
from other countries through SSKE
can help convince policymakers of
the viability of reforms.

Financing:
PRSCs VIII/IX

Financing:
PRSCs VIII/IX
Transform Sector
Reform Project
Electricity Sector
Support Project
ESW/TA/AAA:
Institutional
Development Find
(IDF) grant SOE Policy
Note
Poverty and Gender
Assessment

CPS Outcomes

Public investment management
Percentage of new public investment
projects in the budget approved by the
NIS
Baseline (2013) 0
Target (2017) Higher than 50%
Public Financial Management
Timeliness and reliability of the yearly
government’s accounts measured by the
delay in presentation of audited
accounts to Parliament after the end of
financial year. Baseline (2013): 24
months
Target (2017): 10 months

Status at CPS Completion
but one PMBC with a transport SOE by 2017.
The new Government opted to focus on
restructuring and privatizing SOEs—a more
radical, challenging approach that will take
more time. The Government has already
made some early gains, such as Binter Airlines
taking over domestic routes from TACV and
launch of an international bid for inter-island
maritime transport.

Not met. The GoCV adopted an enabling
National Planning Law, but as of end-2015 no
new investment projects in the budget were
approved by the NIS due to capacity
constraints in the MOF.

Not met in the CPS timeframe, as this
indicator was affiliated with the cancelled
Economic Governance and Public Sector
Efficiency Project (EGPSE). However, the FY18
SOE reform project is expected to support
increased SOE audits under a new legal
framework.

Pillar 2: Improving Competitiveness and Private Sector Development
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Insights/Lessons
for Next CPS Period
• SOE reform should be on making
core business viable.

WBG Program

CPS Outcomes
Outcome 3: Improved investment
climate
Increased investment projects
- Number of investment projects
through the single window investment
facility
Baseline (2013) 0
Target (2017) 30
- Number of startups owned by women
Baseline (2014) 0 through project;
Target (2017) 50

Trade regulations
- Time to import (Days)
Baseline (2013) 18
Target (2017) Lower than 15 days

Outcome 4a: Improved electricity sector
performance

Status at CPS Completion
Partially Achieved
Surpassed. The number of investment
projects processed through the single
window for investment reached 67 by 2017.

Not met. The Competitiveness for Tourism
Project was expected to support a matching
grant scheme for SMEs and an innovation
marketplace, but these activities were not
included in the final design, thus no progress
was made on this associated indicator.

Insights/Lessons
for Next CPS Period
• Reforms are needed to the business
environment to enhance growth of
MSMEs and improve their access to
finance (e.g., by establishing a credit
registry and a fully functioning credit
information system)
• Consultations with diverse
stakeholders are needed advance
business environment reforms,
including with financial institutions,
chambers of commerce, and CSOs.

WBG Program
Financing:
PRSCs VIII/IX
Competitiveness for
Tourism Development
Project
ESW/TA/AAA:
Financial Sector
Strategy FSAP
TA on debt financing
Leveraging the
diaspora

Unclear and contradictory. According to the
ICR of the PRSCs 8/9, the time to import in
days increased to 20 by end-2015. At the
same time, Doing Business suggests the time
to import in documentary compliance fell
from 2 days in DB2016 to 1 day in DB2018,
though remained 2.5 days in border
compliance in this period. Thus, the total time
to import fell from 4.5 days to 3.5 days in this
period, suggesting an improvement.

• Pay attention to political economy
issues during political transitions,
noting that the PMBC with ELECTRA

Partially Achieved
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Financing:
PRSCs VIII/IX
Electricity Sector
Support Project

CPS Outcomes
- Increase Electricity generation; net
(Gwh/year)
São Vicente: Baseline (2011) 66.01
Target: (2016) 97
Santiago (2011) Baseline: 198.52 Target:
(2016) 267.77
- Reduce total electricity losses per year
on Santiago Island (%)
Baseline (2011) 35.4%
Target (2016) 25.4%

Status at CPS Completion
Partly Met. On Sao Vincente, electricity
generation increased to 74 GWh by 2016
(79.59 GWh by 2018). On Santiago,
generation increased to 224.29 GWh by 2016
(238.79 GWh by 2018).

Insights/Lessons
for Next CPS Period
was cancelled by the new
Government in 2016.
• PMBCs in the transport sector were
successful owing to strong client
ownership

WBG Program
Transport Sector
Reform Project

Not Met. Total electricity losses on Santiago
Island fell to 32.5 percent by March 2016 but
increased to 37.9 percent by 2017—the latter
above even the CPS baseline, due to bad
performance of the utility. Losses were 36.0
percent in 2018.

Outcome 4b: Management of National
roads network improved
Achieved
Roads in good and fair condition as a
share of total national roads (%)
Baseline (2013) 50 Target (2017) 75

Outcome 5: Increased agricultural
productivity and improved linkages to
markets

Met. The percent of roads in good or fair
condition increased to 62 percent by 2016
and to 89 percent by February 2018. Data for
2017 not available. The average for these
years straddling 2017 is about 75 percent,
thus it can be reasonably argued this
indicator was met.

Not Achieved. Associated WB project
(WAAPP-ID) was dropped amid a change
government priorities and reorientation
toward SOE reform in the next CPS period.
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• It is important to accurately assess
client commitment during CPS design

Planned Financing:
West Africa
Agricultural
Productivity Program
(WAAPP-ID) (dropped)

CPS Outcomes
- Average yield of key agricultural
commodities increased by 15% using
new technologies

Status at CPS Completion
N/A, as associated WB project was dropped.

N/A, as associated WB project was dropped.
- Number of beneficiaries of improved
technologies, of which 40% is female
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Insights/Lessons
for Next CPS Period

WBG Program
ESW/TA/AAA
Agriculture Sector
Review

CLR Annex 2: Planned Versus Actual Lending Deliveries
CPS Program
Expected Fiscal Year

FY10

FY12
FY13
TBD

Plan

Actual

US$ Million
Comments
Projects Approved Before the CPS Period

SME Capacity Building and
Economic Governance
US$4.5m
Closed in FY15
(P107456)
Recovery and Reform of the
Electricity Sector
US$53.5m
Closed FY18
(P11546)
Transport Sector Reform
Received Additional Financing
US$19m
(P126516)
in FY17
West Africa Regional Fisheries
TBD
Dropped
(TBD)
Projects Expected During the CPS Period

US$ million

US$4.5m

US$51.6m
US$19m
Dropped

FY15

PRSC 9 (P147015)

US$10m

Closed FY16

US$17.3m

FY15

Competitiveness for Tourism
Development (P146666)

US$10m

Moved to FY16

US$5m

FY16

PRSC 10 (P156095)

US$10m

Dropped

None

FY16

Governance and Public Sector
Efficiency (P147017)

US$5m

Dropped

None

FY16

WAAPP-ID

US$5m

Dropped

None

FY17

PRSC 11

US$9.5m

Dropped

None

Projects not Envisioned in CPS
FY16
FY17

Distributed Solar Energy
Systems (P151979)
Additional Financing for the
Transport Sector Reform
Project

US$1m

SIDS Dock small grant

US$1m

N/a

New project

US$27m
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CLR Annex 3: Planned Versus Actual ASA Deliveries
Proposed ASA/TA

PO Number

Planned FY

Status

Institutional Arrangements to
Promote Tourism Growth in
Cabo Verde

[TBD]

FY15

Delivered

P147632

FY15

Dropped

Programmatic knowledge TA:
Focus on HD sectors

n/a

FY15

Dropped

Legal land framework review

n/a

FY15

Dropped

Financial Sector Strategy

P129593

FY15

Delivered as planned

TA on debt financing

P145962

FY15

Delivered as planned

SOE Policy Note

n/a

FY16

Dropped

TA on financial sector
regulation

n/a

FY16

Dropped

Leveraging diaspora

n/a

FY16

Dropped

FSAP

n/a

FY16

Dropped

[TBD?]

FY16

[Delivered?]

ICA

n/a

FY17

Dropped

Programmatic knowledge TA
on Human Capital

n/a

FY17

Dropped

[TBD]

FY17

Delivered in FY18

Cabo Verde Post Disaster
Needs Assessment Volcanic
Eruption 2015

P155596

Unplanned

Delivered in FY15

DEMPA Follow-up

P160168

Unplanned

Delivered in FY17

P162445

Unplanned

Approved in FY17/Delivered in FY18

P148882

Unplanned

Delivered in FY18

Agriculture Sector Review

Poverty and gender
assessment

SCD

Cabo Verde Education
Technical Assistance
CV-Structuring Corporatized
Multi-Municipal Water and
Sanitation Utilities
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Projects approved FY15-17
Projects Approved during CPS Period (FY15-FY17)

Project ID

Project

Approved Amount
(USD Eq)

Loan

Percent Disbursed

Approval Date

Closing Date

Disbursed

P151979

West Africa Regional Fisheries Program Phase
2 in Cabo Verde, The Gambia, Guinea Bissau
and Senegal
IDA V0880
Competitiveness for Tourism Development
IDA 58010
Cabo Verde: Distributed Solar Energy Systems
(SIDS DOCK)
TF A1811

P147015

Cape Verde Ninth Poverty Reduction Support
Credit
IDA 56810

10,000,000.00

100.00 16-Jun-2015

31-Dec-2015

9,989,568.00

P126516

Cabo Verde - Transport Sector Reform Project IDA 61000

27,000,000.00

28.23 15-Jun-2017

31-Dec-2020

7,621,370.07

P161906
P146666

1,359,000.00
5,000,000.00

72.81 15-May-2017
30.26 10-May-2016

31-May-2019
31-May-2021

989,445.95
1,513,115.69

1,000,000.00

91.01 28-Dec-2015

31-Dec-2018

910,085.15

CV ASA Activity Detail
A8.1 ASA Activity Details - Active
Report Date:

3/12/2019

Task ID

P164637
P166778

P168008
P169076

P170109

Task Name

Cabo Verde Public Expenditure
Review
R13 Support to the Scale Up of the
Social Protection System in Cabo
Verde
Shaping World Bank Engagement
on Digital Economy in Cabo Verde
Diversifying Tourism and
Strengthening Linkages through
Digital Technologies
Strengthening national monitoring
and evaluation through better
administrative data

Processing
Track (1,2) /
Type (JIT,
Discrete,
Parent)
Track 2

AIN (AA) / AIS
Sign-Off

Concept Note
Approval

ACS - FY

10-Sep-2017

4-Jan-2018

2019

22-Mar-2019

18.0

Track 2

23-Jan-2018

13-Mar-2018

2019

30-May-2019

13.6

Track 1

14-Sep-2018

2019

28-Jun-2019

5.9

Track 2

5-Nov-2018

2019

31-May-2019

4.2

Track 2

8-Feb-2019

2020

14-May-2020

1.0

17-Dec-2018

ACS Age
Original/Revised Date (Months)

Portfolio closed project detailed evaluation ratings
P5.8 Portfolio Closed Project Detailed Evaluation Ratings
Report Date:

Closing
FY

Project ID

3/11/2019

Project Name

ICR Outcome
Rating

IEG
Outcome
Rating

ICR Overall Bank
Performance
Rating

IEG Overall Bank
Net Comm. Amt. Performance
Total ($M)
Rating

2015

P107456

CV-SME Capacity Building and Economic Governance

MS

MU

MS

MU

4.50

2015

P127411

CV-DPL 4-PRSC VIII

MU

U

MU

MU

15.50

2016

P147015

Cape Verde Ninth Poverty Reduction Support Credit

10.00
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CV Portfolio performance
Refreshed: 03/11/2019

Portfolio Performance: Selected Indicators (FY12-FY18)

Country: Republic of Cabo Verde | RE Classification: N |

Data as of

FY12

FY13

FY14

FY15

FY16

FY17

@
Feb 28

FY18

PORTFOLIO AND DISBURSEMENTS
Active Projects #

3

3

4

3

3

3

4

6

Net Commitments Amt $m

88.00

77.00

92.50

82.50

77.50

104.50

86.00

106.00

Total Disbursements $m

23.18

5.06

32.57

57.04

65.71

68.04

21.53

25.37

Total Undisbursed Balance $m

64.51

72.06

61.27

24.02

9.89

34.66

64.77

79.81

Disbursements in FY $m

3.33

3.76

27.51

27.53

8.67

2.33

4.20

3.83

Disbursement Ratio for IPF only %

23.2

6.6

37.6

66.5

64.7

24.2

12.2

6.0

IBRD/IDA Disb Ratio

23.2

6.6

37.6

66.5

64.7

24.2

12.2

6.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0

0

0

0

0

0

0

0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Potential Problem Project #

0

0

0

0

0

0

0

0

Projects At Risk #

0

0

0

0

0

0

0

0

Projects At Risk %

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Commitments At Risk $m

.00

.00

.00

.00

.00

.00

.00

.00

Commitments at Risk %

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Proactivity %

100

Slow Disbursements %
PORTFOLIO RISKINESS
Actual Problem Project #
Problem Project %
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Annex 4. Selected Indicators of Bank Portfolio Performance and Management
National Projects
(as of September 30, 2019)

Proj ID

Project Name

P146666

CV - Competitiveness for Tourism Dev

P163015

Cabo Verde: Access to Finance

P160796

SOE Related Fiscal Management Project

P165631

Cabo Verde DPO

P164294

Cabo Verde Education and Skills Dev.

P165267

Social Inclusion Project

P126516

Cabo Verde - Transport Sector Reform

P160628

CV DPF with Cat DDO

Board
Approval
(Date)

Reved
Closing (Date)

05/10/2016

05/31/2021

02/15/2018

06/04/2018

06/05/2019

Net
Comm
Amt ($m)

Tot Disb
($m)

3.4

5.00

2.27

1.6

15.00

1.3

Tot
Undisb
Bal ($m)

% Disb

Tot Undisb
Begin FY
($m)

2.82

45.5%

3.49

0.66

5.29

9.32

35.3%

9.54

0.09

20.00

10.68

8.35

53.4%

8.43

0.04

0.3

40.00

39.64

0.00

99.1%

39.73

39.64

0.9

10.00

1.00

8.87

10.0%

9.97

1.00

0.8

10.00

1.02

9.00

10.2%

9.10

0.02

6.3

46.00

28.37

17.47

61.7%

17.47

0.00

Disb in
FY ($m)

01/31/2023

07/31/2023

06/30/2020

10/31/2018

01/31/2023

12/13/2018

10/31/2022

06/24/2013

12/31/2020

06/05/2019

Project
Age
(Years)

09/30/2022
10.00

0.03

10.04

0.3%

10.12

0.00

8

0.3

156.00

88.30

65.87

56.6%

107.85

41.44

8

156.00

88.30

65.87

56.6%

107.85

41.44
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Annex 5. World Bank Group Portfolio
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Annex 6. Statement of IFC’s Held and Disbursed
In March 2018, IFC committed a package of financing and advice to Cabo Verde’s Banco Cabo Verdiano
de Negócios to finance the bank’s expansion, especially in support of smaller businesses and women
entrepreneurs. BCN started its operations in Cabo Verde in 2005 and is now the country’s fourth largest
bank, in terms of assets and loans. It operates 17 branches across nine Cabo Verdean islands. IFC is also
providing advisory services to support the bank’s increasing focus on SME lending.
IFC Investment Outstanding Portfolio in Cabo Verde, June 30, 2019 (US Million)

Project Name
Banco Caboverdiano de
Negocios (BCN Cabo Verde)

IFC
instrument
Loan

Total

MAS

INR

FIG

CTT

0.0

0.0

2.3

0.0

0.0

0.0

2.3

0.0

IFC Advisory Portfolio in Cabo Verde, April 30, 2019 (US Million)

Project Name
Banco Caboverdiano de
Negocios (BCN Cabo Verde)

IFC
instrument
Advisory

Total
MAS = Manufacturing, Agribusiness & Services
INR = Infrastructure
FIG = Financial Institutions
CTT = Telecom & Media
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MAS

INR

FIG

CTT

0.0

0.0

0.2

0.0

0.0

0.0

0.2

0.0

Annex 7. Partnerships and Donors
Cabo Verde's main bilateral donors are China, Luxembourg, Portugal, Spain and the United States. Its
major multilateral partners are the European Union, the African Development Bank, the United Nations,
the World Bank Group and the International Monetary Fund. Cabo Verde also receives smaller
commitments from Japan, Kuwait, Saudi Arabia and Angola. Cabo Verde is also strengthening South-South
cooperation, especially with Brazil, and is actively seeking to strengthen its partnerships with African
countries. Cabo Verde is a member of the Economic Community of West African States (ECOWAS) and the
African Union.
The programs and activities of major donors in Cabo Verde are as follows:
United Nations System
Cabo Verde is a signatory to the United Nations Global Agenda 2030 for Sustainable Development, and
the United Nations Development Assistance Framework (UNDAF) for Cabo Verde, covering 2018-2022,
builds on this commitment. The UNDAF is aligned with the country’s Strategic Plan for Sustainable
Development (PEDS 2017-2021) and responds to jointly identified national strategic priorities where the
UN system has a comparative advantage. The UNDAF is organized around the five key themes of the 2030
Agenda: People, Planet, Prosperity, Peace, and Partnerships; and comprises the following five areas of
cooperation:
•
•
•
•
•

Sustainable development of human capital
Sustainable management of natural resources and biodiversity
Economic transformation, and sustainable and inclusive growth
Governance, public policy and justice
Mobilization, coordination, and efficiency of development resources.

To support the implementation of this new UNDAF (2018-2022), its Common Budgetary Framework
estimates a total amount of about US$96 million, which includes projected available UN program
resources as well as resources mobilized jointly by the UN System and the Government of Cabo Verde.
Operationally, the UNDAF implementation mechanism consists of a joint Cabo Verde-UN Steering
Committee; the UN Country Team (UNCT); four Results Groups (regrouping the 5 Ps according to the three
pillars of the PEDS: Social, Economy and Sovereignty); and the Cross-cutting Groups (Monitoring and
Evaluation, Operations Management, Communications, and Human Rights and Gender Equality).
European Union
The European Union has been one of the key financial partners of Cabo Verde since its Independence in
1975. The EU’s financial cooperation in Cabo Verde is based on a long-term political relationship, currently
framed by a bilateral Special Partnership formalized in 2007 by the Cotonou Agreement (EU-ACP Countries
Association). The EU’s financial assistance aims at supporting the long-term economic and social
development of the country as stated in its national strategies, currently the Strategic Plan for Sustainable
Development (PEDS 2017-2021). Such cooperation is financed through a wide range of instruments and
activities, including a budget support program, an institutional support pillar to help enforce government
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reforms, a growing list of regional and thematic programs in which Cabo Verdean players actively
participate, and several decentralized cooperation projects. In sectoral terms, the EU cooperation focuses
on supporting institutional and economic reforms, reducing poverty, improving the competitiveness of
the economy, and consolidating good governance. In recent years, EU assistance has been particularly
instrumental in areas such as the reform of state institutions (such as the Court of Auditors), the energy
sector, gender, support for civil society and local governance. The EU’s ongoing portfolio in Cabo Verde
currently amounts to more than 90 million euros.
Japan International Cooperation Agency (JICA)
JICA has been supporting Cabo Verde since 1979 with concessional loan projects in energy and hydraulics
(pumping of freshwater). Japan also provides grant aid for projects contributing to human security and
food assistance, with a view to reducing poverty and vulnerability to climate change.
JICA has two ongoing projects:
•

The Electricity Transmission and Distribution Network Development Project (2012-2019) aims to
stabilize power supply and improve access to electricity on six islands (Santo Antão, São Vicente, Sal,
Maio, Santiago and Fogo) by implementing new installations, enhancements and updated works on
the islands’ transmission and distribution lines. The project is expected to help improve the country's
living environment as well as contribute to vitalization of its economy. In addition, the reduction of
transmission and distribution losses and the electrification of non-electrified rural communes are
expected to contribute to climate change mitigation by reducing the emission of greenhouse gases.

•

The Development of Water Supply System on Santiago Island Project (2013-2019) aims to ensure the
stable supply of freshwater and improve access to desalinated water on Santiago Island through the
construction of a water desalination plant and connected water supply facilities. The project
contributes to the improvement of living conditions and economic revitalization, while helping the
country adapt to water scarcity as a result of climate change.

In addition, JICA provides capacity building through its Knowledge Co-Creation Program, which offers
Cabo Verdean officials an opportunity to participate in seminars and site visits in Japan to gain knowledge
in areas such as communication, development, engineering and rural development. To date, more than
three hundred (300) people in Cabo Verde have benefited from these courses.
African Development Bank (AfDB)
From the start of its operations in Cabo Verde in 1977, AfDB has approved a total of 65 operations for a
cumulative amount of more than US$510 million in loans and grants. AfDB’s active portfolio in Cabo Verde
comprises, as of June 30, 2018, eleven (11) national operations for a total net commitment of
approximately US$112.6 million. Through its private sector window, AfDB provided 15 million euros in
financing for the Cabeólica wind energy project.
In terms of commitments per sector, ICT accounts for 32.7 percent of the portfolio, including the Praia
Technology Park Project. Transport accounts for 29.7 percent, with the bulk going to the Expansion and
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Modernization Project at Praia Airport. The weight of transport should increase with the approval of a
port project in Maio and one in Palmeira. The Governance sector absorbs 22.6 percent, with these
resources being made available through programmatic budget support, the first phase of which was
approved in July 2018. This support focuses on competitiveness and local economic development. In this
sector, AfDB is also supporting economic efficiency and promoting private investment
Another 10.5 percent of AfDB’s resources in Cabo Verde are supporting development of the electricity
transmission and distribution system on six islands. Agriculture accounts for another 2.1 percent of
commitments, focused on technical support for the development of a national investment plan for the
blue economy, emergency aid to combat the invasion of the Autumn Legionnaire caterpillar, and a general
census of agriculture. In the social field, the Pilot Project for Strengthening Youth Employability and the
Demographic and Reproductive Health Survey (IDSR III) project account for 1.6 percent of resources. A
grant from the trust fund SEFA (Sustainable Energy for Africa) completes the AfDB portfolio in Cabo Verde.
Since 2017, AfDB has been chairing the Budget Support Group, comprising the AfDB, European Union,
World Bank, Luxembourg and Portugal. The group meets every 6 months in Praia for a joint review.
Luxembourg
The cooperative relations between Cabo Verde and Luxembourg date back to the end of the 1980s. In
1993, Cabo Verde became a privileged partner country of the Luxembourg Cooperation, after the
signature of an agreement defining the general framework of cooperation between the two countries in
the cultural, scientific, technical, financial and economic fields. Since 1999, Partnership Commissions
between Cabo Verde and Luxembourg are held once a year, alternatively in Praia and Luxembourg. In
January 2002, the two countries signed a first Programme indicatif de Coopération (PIC) for a period of
four years (2002-2005), which contributed to greater coherence, flexibility and sustainability in the
relationship. The priority areas of PIC I were education, health, water and sanitation, and food aid.
On the sidelines of the 7th Partnership Commission in Luxembourg in October 2005, the two countries
signed PIC II, which maintained the same priority sectors as PIC I but extended the scope of Luxembourg's
cooperation to the entire territory, with a programmatic approach to support national programs.
In July 2010, the 3rd generation PIC was signed in Praia on the sidelines of the festivities organized by Cabo
Verde to celebrate the 550 years since discovery of the archipelago and the country’s 35 years of
independence. PIC III is a continuation of the previous two, while introducing sectoral budget support as
a new modality for implementation of cooperation program. PIC (Programme Indicatif de Cooperation) III
also provides funding for studies and technical assistance.
PIC IV was signed in 2016 and includes an additional budget of 45 million euros for the period 2016- 2020.
While keeping the priority areas of employment and employability (where Luxembourg assumes the role
of leader among donors) as well as water and sanitation, PIC IV also includes renewable energies as a new
sector of intervention, a substantial increase in sector budget support, cooperation with decentralized
actors, and the intensification of bilateral economic relations (within the limits of untied aid).
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[1] Cabo Verde also scored a “5” on the Polity IV index, which measures the strength of democratic institutions—comparatively
high among West African countries.
[2] Europe provides most of the country’s remittances (11 percent of GDP), tourism (47 percent of total exports of goods and
services), and FDI (7 percent of GDP).
[3] Rankings between years are not perfectly comparable.
[4] PEDS stands for the Plano Estratégico de Desenvolvimento Sustentável.
[5] Rankings between years are not perfectly comparable.
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