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Regional overview

Membership of organisations

The African Union (AU) is the successor to the Organisation of African Unity
(OAU) and is based in the Ethiopian capital, Addis Ababa. The AU was formally
launched in July 2002 at a meeting of African heads of state in the South
African city of Durban. This came two years after the AU’s formation was first
agreed in Togo in July 2000 and followed a one-year transitional period which
began after the ratification of the constitutive act of the AU by two-thirds of
member states in May 2001. The AU is modelled on the EU and has ambitious
plans for a parliament, a central bank, a single currency, a court of justice and
an investment bank. The most advanced of these is for a Pan-African
Parliament to serve as the law-making body of the organisation. This is
supposed to have five members from each state and is scheduled to hold its
inaugural meeting in March 2004 (although this was put back in January). The
remaining institutions are unlikely to be established in the foreseeable future.

The AU also aims to have common defence, foreign and communications
policies, based loosely on those of the EU. The success of the AU, like that of its
predecessor, will depend on the individual performance of its 53 member
states, many of which suffer from very weak governance. The OAU was
criticised for ineffectiveness—little real action resulted from its policy decisions—
and it is not clear how the AU will differ. But the organisation fills the need for
a forum for discussing the continent’s problems and the idea of pan-African
unity exerts a strong hold over member countries. Many of the proposed new
institutions and policy co-ordination mechanisms are costly and cannot be
funded within the AU’s current resource allocations. In early December 2003
donors and external lenders expressed their full support for the AU’s initiatives
and the creation of new institutions. Another problem for the OAU was that it
was hindered by a shortage of funds, because many members failed to pay
their membership dues. This is unlikely to change and several states are
currently banned from voting in the AU because of this. In addition, most
African states are unlikely to give up the sovereignty required to make several
of the proposed initiatives—such as a single currency or a court of justice—
operate effectively. Less costly initiatives that could more effectively promote
African unity include trade integration, particularly the rationalisation of the
many overlapping regional trade blocs; regulatory harmonisation; and the
promotion of the rule of law and macroeconomic stability.

The principle of non-interference, which has been a major hindrance to the
resolution of conflicts on the continent, is a contentious issue among member
governments. Although non-interference was enshrined in the old OAU, the AU
is attempting to tackle this issue. However, to date, it has shown the old AU
tendency to support existing governments, including that of Didier Ratsiraka in
the disputed Madagascar elections of December 2001 (although he
subsequently left office) and of the Zimbabwean president, Robert Mugabe,
following his disputed re-election in June 2002. However, this could change if

African Union (AU)
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the proposed Peace and Security Council (PSC), which is to replace the OAU’s
Mechanism for Conflict Prevention, Management and Resolution, is set up.

Modelled on the UN Security Council, it is envisaged that the PSC could
sanction military intervention in member states in cases of genocide,
unconstitutional changes of government and gross human rights abuse. The AU
heads of state conference held in Maputo, Mozambique, in July 2003 discussed
the PSC but failed to reach agreement as member governments are wary of
condoning intervention in their own affairs. At the end of 2003 23 countries
had ratified the convention, which means that the support of an additional
four countries is required for it to come into effect. A meeting of African
defence ministers is to be called in the coming months as a matter of urgency
to discuss the security and legal ramifications of the PSC. If established, it is
planned that the PSC will have a standing armed force comprising five
battalions at its disposal by 2010. Western countries have promised to help
fund the force if it is established. Even without the establishment of the PSC,
since May 2003 the AU has had an observer mission in Burundi, led by South
Africa and including troops from Mozambique and Ethiopia, to help enforce a
peace agreement in that country’s civil war.

In practical terms, the most high profile AU event is the annual conference of
heads of states, which is hosted by the member state that is due to hold the
chairmanship of the organisation for the next year. The current chairman of the
AU is the Mozambican president, Joaquim Chissano, who took over from South
Africa’s Thabo Mbeki in July 2003. The day-to-day affairs of the AU are
managed by the AU commission, which is modelled on the EU commission
and was endorsed by the AU heads of state summit in July 2003. The
commission is headed by the former Malian president, Alpha Konaré, aided by
a deputy, Patrick Mazimhaka of Rwanda, both of whom were elected at the
summit. There are also seven appointed AU commissioners.

A new 20-year convention was signed in June 2000 in Cotonou, Benin, offering
a group of 77 African, Caribbean and Pacific (ACP) countries preferential trade
and aid links with the EU. The Cotonou Convention replaced Lomé IV, a
convention which was signed in 1989 and replaced previous agreements signed
in 1975, 1979 and 1984. Although similar to the Lomé conventions, the new
convention has a stronger political dimension. Respect for human rights,
democratic principles and the rule of law were essential components of Lomé
IV; under the Cotonou agreement, ACP countries have also agreed to promote
good governance, combat corruption and try to prevent illegal immigration into
the EU.

Under previous conventions, ACP products, whether agricultural or industrial,
entered the EU duty-free, although four agricultural products—beef, sugar,
bananas and rum—were subject to a more restrictive system of tariff quotas.
Because the type of trade agreement established by the Cotonou Convention
does not comply with the rules of the World Trade Organisation (WTO), the
new agreement offers a negotiating framework for tailor-made regional free
trade agreements (RFTAs), under which ACP countries, preferably within
existing economic groupings, will gradually open their domestic markets to

Cotonou Convention



Cape Verde 5

© The Economist Intelligence Unit Limited 2004 www.eiu.com  Country Profile  2004

European products. Given the adjustment costs involved, a preparatory period
of eight years has been agreed, during which the old system of preferences will
continue to apply. However, under existing global trading rules, the 33 African
countries classified as least developed countries will still have the option of
entering the EU's generalised system of preferences (GSP). Unlike the Lomé
Convention, the GSP, which benefits all developing countries, complies with
the rules of the WTO because it is based on the twin principles of non-
reciprocity and non-discrimination. In September 2003 the ACP countries and
the WTO signed an agreement at the Cancun trade round, whereby the WTO
will provide training and technical assistance to ACP countries as a form of
mutual co-operation.

The European Development Fund (EDF) will remain the main source of
multilateral European aid to the ACP countries. Under the new convention,
EDF instruments have been regrouped and rationalised into two programmes:
one to provide grants for long-term development schemes being carried out
either at the national or the regional level, with additional support available in
the event of a fall in export earnings; and the other to finance risk capital and

loans to the private sector. The ninth EDF will total €13.5bn (US$12.9bn). In

addition, about €10bn left undisbursed from previous programmes will remain

available until 2007, and €1.7bn will be provided by the European Investment
Bank. The Cotonou Convention finally entered into force on April 2003 with all
15 EU members and 76 ACP nations (except Somalia) ratifying the treaty. A
month later ACP representatives signed the Brussels Declaration, which calls for
the timely and effective implementation of EDF funds. This represents a
commitment towards the efficient disbursement of EDF resources for the
benefit of ACP countries.

The Economic Community of West African States (ECOWAS) was established
in 1975 by 15 West African countries: Benin, Burkina Faso, Côte d’Ivoire, The
Gambia, Ghana, Guinea, Guinea-Bissau, Liberia, Mali, Mauritania, Niger,
Nigeria, Senegal, Sierra Leone and Togo. Cape Verde joined ECOWAS in 1977,
and Mauritania withdrew in early 2000. The community’s principal objective is
to establish a customs union and a common market to promote the free
movement of goods and people within West Africa. ECOWAS has an executive
secretariat headed by a Ghanaian former minister, Mohamed Ibn Chambas, a
120-member parliament and a court of justice, all based in the Nigerian capital,
Abuja. Decision-making powers are vested in a council of ministers and a
chairman (who is elected annually—currently the president of Ghana, John
Agyekum Kufuor); supreme authority rests with the annual conference of heads
of state and government.

In 1994 eight members of ECOWAS—mainly francophone countries—set up the
Union économique et monétaire ouest-africaine (UEMOA) to work towards a
customs union and other aspects of economic convergence. The UEMOA mem-
bers—Benin, Burkina Faso, Côte d’Ivoire, Guinea-Bissau, Mali, Niger, Senegal and
Togo—already share the same currency, the CFA franc, and similar legal codes.

Six other ECOWAS members—The Gambia, Ghana, Guinea, Liberia, Nigeria
and Sierra Leone—signed an agreement in December 2000 to create a second

Economic Community of West
African States (ECOWAS)
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monetary union in the region and defined a set of convergence criteria: a
budget deficit of less than 4% of GDP; central bank financing of budget deficits
limited to 10% of the previous year’s tax revenue; an inflation rate of no more
than 5%; and foreign reserves equivalent to at least six months of imports. A
first step towards monetary integration was the creation of the West African
Monetary Institute, an interim organisation that was to pave the way for the
creation of a West African central bank and the introduction of a common
monetary unit in January 2003. The West African Monetary Zone (WAMZ)
Stabilisation and Co-operation Fund was created in 2001 with planned capital
of US$100m to assist member countries with temporary balance-of-payments
problems. The two monetary zones were expected to merge in 2004. However,
progress has been slow and the WAMZ countries agreed in November 2002 to
postpone the creation of their new currency until July 2005 since none of the
countries had met most of the convergence criteria. (This date may also prove
difficult to meet.) Moreover, the IMF has expressed its opposition to such a
monetary union since it would be dominated by Nigeria whose economic
imbalances could lead to monetary instability in the whole region.

Progress towards economic integration in ECOWAS has been limited by several
factors including antagonism towards the core member, Nigeria; mistrust
between anglophone and francophone members; lack of financial resources;
and regional political instability. Inadequate infrastructure and the lack of
diversification of the ECOWAS economies have also undermined economic co-
operation.

Although ECOWAS was created for economic reasons, it has been most active
on regional security issues. The ECOWAS Ceasefire Monitoring Group
(Ecomog) was established to enforce an agreement for ending the civil war in
Liberia in 1990. Dominated largely by Nigeria, Ecomog intervened to restore
peace in Sierra Leone in 1997 and in Guinea-Bissau in 1998. Its forces were
deployed in Côte d’Ivoire at end-2002 under the leadership of Senegal to help
secure a ceasefire. On August 18th 2003 Liberia’s interim government and rebel
groups signed a peace deal in Accra, Ghana, permitting the establishment of an
ECOWAS “interposition” force, the ECOWAS Mission in Liberia (ECOMIL),
which is to maintain the ceasefire until October 1st 2003. Subsequently, the
15,000-strong UN Mission in Liberia (UNMIL) was mandated by the UN
Security Council to take over the role of maintaining law and order. ECOWAS
plans to turn the peacekeeping force into a permanent stand-by force for
deployment in the subregion. Four observation centres—in Benin, Burkina Faso,
The Gambia and Liberia—to prevent and control civil tension and upheaval in
the region are planned.

The community of Portuguese-speaking countries (Comunidade dos Países de
Língua Portuguesa; CPLP) is the equivalent of the English-speaking
Commonwealth and the French-speaking Organisation internationale de la
Francophonie. It includes Portugal and its five former African colonies: Angola,
Cape Verde, Guinea-Bissau, Mozambique, and São Tomé and Príncipe, as well
as Brazil and East Timor. The CPLP was established comparatively late, only in
July 1996. Portugal’s long-standing desire to create a lusophone bloc had been
frustrated by the independent African states’ suspicion of the former colonial

Comunidade dos Países de
Língua Portuguesa (CPLP)



Cape Verde 7

© The Economist Intelligence Unit Limited 2004 www.eiu.com  Country Profile  2004

power, as well as the rivalry or indifference of Brazil, which is a competing pole
of influence in the Portuguese-speaking world. Mozambique’s decision to join
the Commonwealth in 1995 galvanised efforts to create the CPLP.

The CPLP has a permanent secretariat, located in Lisbon and headed by an
executive secretary, currently João Augusto de Medicis, a Brazilian elected in
July 2002. The organisation holds annual conferences of heads of state as well
as of the foreign ministers of the member states, the Council of Ministers. A
permanent co-ordination council, generally made up of the ambassadors of
member states resident in Lisbon but responsible to their foreign ministers,
meets once a month and is responsible for implementing the decisions and
recommendations of the conference of heads of state and of the Council of
Ministers. Its objectives are the promotion of the Portuguese language and of
co-operation between its members in international diplomacy, economic
affairs, culture, justice and science. Among its objectives it also lists the reform
of the UN and the World Bank—to increase the influence of its members and
other developing countries in both institutions—and the promotion of links
between Europe and Africa and between the EU and Mercosur, the South
American trade bloc of which Brazil is a member. All its decisions are reached
by consensus.
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Basic data

4,033 sq km

456,483 (2002 UNFPA)

Population (June 2000 census)

Praia (capital) 106,052
Mindelo (São Vicente island) 67,844

Dry and tropical; rainfall is erratic and there are long periods without rain;
average temperature 20-27°C

Portuguese, Crioulo

Metric system

Cape Verde escudo (CVEsc)=100 centavos. In July 1998 the Cape Verde escudo
was pegged to the Portuguese escudo at a rate of CVEsc0.55:Esc1. The peg was
transferred to the euro in January 1999 at a rate of CVEsc110.265:€1. Average
exchange rate in 2003:CVEsc142.95:US$1. Exchange rate on November 21st 2003:
CVEsc108.95:US$1

1 hour behind GMT

January 1st, 20th; May 1st; July 5th (Independence Day); August 15th; November
1st; December 25th

Land area

Main towns

Climate

Public holidays, 2004

Population

Languages

Measures

Currency

Time
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Politics

Cape Verde is a multiparty democracy in which power has changed hands
regularly and peacefully through elections. The Partido Africano da
Independência de Cabo Verde (PAICV), the historic independence party,
regained power in January 2001, having been defeated in the first democratic
elections in 1991. The country has a high level of development relative to most
African countries and there are close economic, political and personal ties with
Portugal, the EU and the US.

Political background

The islands of Cape Verde, colonised by the Portuguese in 1456 and peopled
with slaves from the African continent, have a mestiço (mixed-race) population.
Throughout their history the islands have suffered food shortages caused by
severe droughts, and as a result many Cape Verdeans have emigrated overseas,
particularly to the US. Cape Verde achieved independence from Portugal on
July 5th 1975, and initiated a political union with Guinea-Bissau, another ex-
colony on the African mainland, from which the veteran Cape Verdean
independence leader, Amilcar Cabral, had waged a liberation war. The union
was dissolved following a coup in Guinea-Bissau in 1980. After independence a
one-party Marxist state was established, property was nationalised and much
of the settler population returned to Portugal.

Constitutional changes in 1991 introduced multi-party democracy, and Cape
Verde became the first state in sub-Saharan Africa to hold free elections. The
long-ruling PAICV decisively lost these elections, which were won by the
Movimento Para a Democracia (MPD). Carlos Veiga became prime minister and
António Mascarenhas Monteiro president. The MPD implemented market
reforms and invested heavily in education and health, producing steady social
and economic progress. The MPD was re-elected in 1995, while Mr Monteiro
was re-elected unopposed in 1996. However, from 1999 the party became
embroiled in a bitter leadership dispute. To clear the way for a bid for the
presidency, Mr Veiga appointed his deputy, António Gualberto do Rosário, as
prime minister and party leader in 2000, but this resulted in the founding of a
breakaway party by prominent MPD members and the sapping of public
support. These developments contributed to the MPD’s poor showing in local
elections in February 2000 and ultimately to its defeat by the PAICV in the
January 2001 legislative election. Mr Veiga’s bid for the presidency failed when
he lost the February 2001 presidential election to a former PAICV prime
minister, Pedro Pires. Mr Rosário soon resigned his leadership of the party,
taking responsibility for the defeat.

Recent political developments

A new PAICV government was formed in February 2001 with José Maria
Neves as prime minister. Mr Gualberto do Rosário resigned as party leader in

A Creole country

A peaceful democracy

The PAICV has established
competent governance
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August 2001, and was replaced in December 2001 by Agostinho Lopes,
previously the MPD secretary-general. The government was reshuffled twice, in
March and October 2002, as the PAICV defined the national development plan
for 2002-05. This focuses on distributing the benefits of growth more evenly, by
promoting good governance and entrepreneurship as well as by investing in
human capital and infrastructure. As part of this initiative, the government has
sought to build a national consensus with opposition parties on policy issues, a
so-called pacto de regime. The MPD has, however, retained a confrontational
stance, even blocking several changes, such as tax reforms, which were
invalidated by the constitutional court at the party’s behest.

Important recent events

2000

Following a bitter leadership battle, the ruling MPD comes second behind the
Partido Africano da Independência de Cabo Verde (PAICV) in local elections in
February. Leadership of the PAICV is assumed by a reformer from the younger
generation, José Maria Neves.

2001

The MPD is defeated by the PAICV in the legislative election in January. A new
government, led by Mr Neves, is formed. Pedro Pires, a former PAICV prime
minister, wins the presidential election in a tight run-off with Mr Veiga.

2002

The new PAICV government continues market reforms and efforts to stabilise
the economy, ending speculation that it would opt for traditional policies.

2003

The MPD and the PCD try and fail to form an alliance for local elections due in
early 2004. The minister of finance, Carlos Burgo, resigns, allegedly because of
disagreements over the 2004 budget, and Mr Neves takes over the finance
portfolio.

Constitution, institutions and administration

A new constitution was drafted in 1992, defining Cape Verde as a parliamentary
republic and entrenching democratic rights and freedoms. The president is the
head of state and is directly elected. Legislative power is vested in parliament,
the Assembléia Nacional, which nominates the prime minister. The prime
minister is the head of government, on whose recommendation the president
appoints cabinet ministers, who must be elected parliamentary deputies. Under
constitutional reforms adopted by parliament in July 1999, the president has the
power to dissolve parliament. The same reforms also provided for a
constitutional court, the Tribunal da Constituição, which asserted its
independence in 2002 by invalidating proposed tax reforms.

A parliamentary democracy
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Political forces

The Partido Africano da Independência de Cabo Verde (PAICV) is the historic
party of independence, having fought Portuguese colonialism and then ruled
Cape Verde as a one-party Marxist state from 1975 to 1991. After losing power,
an ageing old-guard leadership remained in control of the party, which had
limited public appeal. Younger and more pragmatic members of the party
finally gained the upper hand in July 2000, when their leader, Mr Neves,
became the new party president, for the first time providing a credible
alternative to the MPD. The party emerged from ten years in the political
wilderness to win the elections in 2001.

The MPD was formed in opposition to the one-party state, and drew its
leadership from among professionals and Cape Verdeans in exile in Portugal.
During its ten years in power from 1991 the party promoted economic and
constitutional reforms, which moved Cape Verde toward democratic pluralism
and substantial economic and social gains. It remains the main opposition
party. Its defeat in 2001 was the result of a succession battle and the perception
that the party had become distant from the concerns of ordinary Cape
Verdeans. The party has been reassessing its political programme since the
defeat and elected a new leader, Mr Lopes, in December 2001 after most of the
party’s more senior leaders had either resigned or declined to run.

The 2001 legislative election appears to have entrenched a two-party system in
Cape Verde, dominated by the PAICV and the MPD, with other parties having
failed to make a substantial or lasting impact. Only two seats are held by other
opposition parties: one by the Partido de Convergência Democrática (PCD),
which was founded in 1994 by former MPD members and is led by Eurico
Monteiro; and the second by the Partido de Trabalho e da Solidariedade (PTS),
led by Isaías Rodrigues who recently replaced Onésimo Silveiro—now the Cape
Verdean ambassador to Lisbon—as leader. The two parties jointly contested the
2001 election under the banner of the Aliança para a Mudança (ADM). The
Partido da Renovação Democrática (PRD), which was founded in 2000 by
disgruntled MPD members, failed to win any seats.

Legislative election results
1991 1995 2001
seats % vote seats % vote seats % vote

PAICV 23 33.0 21 29.8 40 47.3

MPD 56 67.0 50 61.3 30 39.8
PCDa - - 1 6.7 2 6.0

PRD - - - - 0 3.2
PSD - - - - 0 0.4
Totalb 79 100.0 72 100.0 72 100.0

Turnout 75.0 76.2 55.0

a Ran in 2001 as part of the Aliança para a Mudança (ADM), which also included the PTS and the
UCID. b Includes blank and void votes.

Source: Economist Intelligence Unit.

The return of the PAICV

The MPD

Other parties
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Main political figures

José Maria Neves

Prime minister since February 2001. The leader of the reformist wing of the
PAICV, he gained the leadership of the party at its congress in July 2000. His
support base on Santiago, where he was mayor and parliamentary
representative for Santa Catarina, and his relative youth—he is 44—played a
major role in the PAICV’s success in the legislative election.

Pedro Pires

President since February 2001. A former prime minister, and leader of the PAICV
from 1975 to 1991, and again from 1997 to 2000, he is the only major political
figure from the independence struggle who remains active.

Agostinho Lopes

Leader of the Movimento Para a Democracia (MPD) since December 2001,
whose main task is to unite the fractious movement. He has been a member of
parliament for the MPD since 1996, and was party secretary-general from 1996 to
1999. He has adopted a confrontational strategy towards the PAICV.

Felisberto “Filú” Alves Vieira

PAICV mayor of Praia, deputy leader of the party and vice-president of its
parliamentary group. A reformist, his support is crucial to Mr Neves.

International relations and defence

Cape Verde has traditionally courted aid and investment from a variety of
countries, including Angola, China, Cuba, the Gulf states, Israel, Luxembourg
and South Africa. The MPD significantly strengthened the country’s economic
and political ties with Portugal as well as with the rest of the EU, relations that
are now underpinned by the currency peg to the euro. The PAICV puts some
symbolic emphasis on ties with other Lusophone African countries, but the
government has acknowledged the importance of relations with key Western
countries, in particular the EU. The government offered full support to the US
and the use of Cape Verde territory following the September 11th 2001 terrorist
attacks. Cape Verde is an active member of the Lusophone block, the
Comunidade de Países de Língua Portuguesa (CPLP), formed in 1996, and also
belongs to the African Union (AU), the Economic Community of West African
States (ECOWAS) and the Permanent Inter-State Committee on Drought Control
in the Sahel (CILSS).

Security risk

Since independence there has been no significant civil unrest in Cape Verde, and
changes of government have occurred peacefully. The army has never taken an
active role in politics. The geographical isolation of the islands means that
conflicts in the West African region have a negligible impact. Violent crime is not
common. The justice system and local institutions are relatively strong by the
standards of most African countries and corruption, while not unknown, is not
a preoccupying concern. Some foreign-owned businesses were expropriated in
the 1970s and 1980s during the period of a centrally planned economy, but these

Close links with Portugal and
the EU
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were returned to their owners by the Movimento Para a Democracia (MPD)
after 1991. The attitude towards foreign capital and other interests has been
extremely open since the 1990s. The present Partido Africano da Independência
de Cabo Verde (PAICV) government has committed itself to the sale of state
assets to foreign companies.

Cape Verde’s small armed forces play a negligible role in the country. According
to the International Institute for Strategic Studies, in 2003 the armed forces
numbered about 1,200, of whom 1,000 served in the army with the remainder
in the air force and coast guard. The air force has only one (transport) aircraft.
National service is by selective conscription. Although defence expenditure has
increased, it remains under 1% of GDP, at an estimated US$5m in 2002.

Resources and infrastructure

Population

Population, 2003
Population, mid-year (’000) 463

Population growth rate (2000-2005; annual av; %) 3.9
Fertility rate (children per woman) 3.3
Life expectancy (years) 69.7a

Projected population in 2015 (’000) 600

a 2001 UN estimate.

Sources: UN Population Fund; Government of Cape Verde; Economist Intelligence Unit.

Most Cape Verdeans are of mixed race, the descendants of African slaves and
European colonists. The vast majority are Roman Catholic. During most of
Cape Verde’s history the islands’ population has grown only slowly, held back
by devastating famines and high levels of emigration. However, the population
has grown rapidly since independence—to 463,000 according to the UN
Population Fund’s projection for 2003—indicating a growth rate of 3.9% per year
for the period 2000-2005. Population growth has been unevenly distributed, as
internal migration has been primarily to the island of Santiago (on which the
capital, Praia, is located), to Mindelo, and to the islands devoted to tourism.
About 55% of the population now lives on Santiago, and nearly 25% in Praia.
Migration overseas has been a long-standing historical phenomenon and the
émigré community—estimated at 500,000 or more—lives mainly in the US and
Europe. There are also small remnant communities in other ex-Portuguese
African countries.

The 2003 Human Development Index compiled by the UN Development
Programme (UNDP), which combines indicators of social well-being such as
income, literacy and life expectancy, ranked Cape Verde 103rd out of 175
countries, based on data for 2001. Among the 43 countries of Sub-Saharan
Africa, this is the second highest ranking, behind Mauritius and ahead of South
Africa. This places Cape Verde firmly within the “medium” human
development category, and is the result of steady economic growth and
investment in human development.

A small army

An emigrant nation

Improving human
development
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Education

There is universal primary school enrolment in Cape Verde, and adult literacy
increased from 36% of the total population in 1970 to 75% in 2001, 12.5% above
the Sub-Saharan African average. In 2002 a small private university— the
Universidade Jean Piaget de Cabo Verde—was established in Praia, and is
affiliated to similar institutions in other Lusophone countries. The provision of
education at all levels has become an important objective, and in the 2003 the
government allocated 26% of budgetary expenditure to education.

Health

Life expectancy at birth on the islands improved from 52 years in 1960 to 69.7
years in 2001, according to the UNDP, among the highest rate in Sub-Saharan
Africa and approaching that of European countries. This is in part a result of the
comparatively well-developed healthcare system. Infant mortality stands at 29
per 1,000 live births. There are plans for a new central hospital in Praia, which
will provide specialist treatment for patients from all over the archipelago.
Water supply and sanitation remain problems, and there have been outbreaks
of cholera in recent years, but access to water has improved and the
government has set up a programme designed to provide the whole population
with drinking water by 2005. At present, around one-quarter of the population
is without sustainable access to an improved water source, most of them living
in the cities. In recent years there has also been a resurgence of malaria on
Santiago island. In 2003 the government allocated 8% of budgetary expenditure
to health.

HIV/AIDS in Cape Verde

The first cases of HIV/AIDS in Cape Verde were reported in 1986.
According to UNAIDS, in 2001 there were 775 Cape Verdeans living with
HIV, of whom 406 have developed AIDS, and, of these, 205 have died.
Limited studies carried out in Praia and Mindelo suggest that the rate of
adult HIV prevalence has risen steadily in Cape Verde from 0.46% in 1989
to 2.86% in 2000. This is low by African standards. In 2002 the
government launched a five-year, US$10m AIDS prevention programme,
with support from the World Bank. Government strategies are based on
promoting the use of simple preventative methods through the basic
primary healthcare system. Cape Verde has won exemption from the
World Trade Organisation's trade and intellectual property rights
provisions in the 2001 Doha round, allowing the use of cheaper anti-
retroviral HIV drugs. However, even at these lower prices, such drugs will
not be a prominent part of the national HIV strategy.

Education levels are improving

Health indicators are good
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Natural resources and the environment

Cape Verde comprises an archipelago of 12 islands—nine of which are
inhabited—in two main groups: the northern islands, Barlavento, and the more
populous southern islands, Sotavento. They are predominantly mountainous
and deeply indented by erosion. There is one active volcano on Fogo island.
The islands are situated in the semi-arid Sahel region and experience chronic
shortages of rainfall. Coupled with high temperatures and severe periodic
drought, this makes agricultural conditions extremely difficult. Only 10% of land
is considered suitable for farming, and a large proportion of the total food
requirement is imported.

Transport, communications and the Internet

Roads and port facilities are adequate, although the government is committed
to further improving them. There are 2,250 km of roads, of which 1,750 km are
paved (mostly with cobblestones). There are close to 25,000 vehicles, five times
the number in 1990. The irregularity of maritime transport has traditionally
hindered export development, but the government has now helped to establish
regular routes to Portugal, Spain, northern Europe and mainland Africa. There
are regular ferry services between most of the islands. The main port is Porto
Grande in Mindelo. The port of Praia was recently modernised, and the
government has pledged to enlarge it further.

The government wants to capitalise on Cape Verde’s geographic position to
turn the islands into a regional hub for air transport, and has undertaken a
major US$25m initiative to upgrade the country’s airports, facilitate tourist
traffic to the islands, and improve air safety. The main international airport is
on Sal island, which handles in excess of 300,000 passengers per year. The
airport is also a major refuelling point on the route between South Africa and
the US. A new international airport near Praia, which will significantly boost
air traffic capacity, is due to open by the end of April 2004. This will enable
international businessmen and tourists to fly directly into the capital, Praia,
rather than having to transfer in Sal. The government plans to build two further
international airports on São Vicente and Boa Vista, and is carrying out major
airport expansion on the islands of Maio and Fogo. The state-owned airline,
Transportes Aéreos de Cabo Verde (TACV), which carried 450,000 passengers
in 2001, has several international routes to Europe, Africa, Brazil, the US and
West Africa, and serves most domestic islands. The government has chosen to
sell 35% of TACV, with the objective of turning the airline into a regional carrier
of choice, following the demise of Air Afrique and Sabena. To that end it
concluded agreements in June 2002 with five other regional airlines, allowing
the company to fly to most West African cities. A private operator, Inter Island
Airlines, has been flying intermittently between Praia and São Vicente since
2000. TAP-Air Portugal and several European airlines and air charter companies
provide services to Cape Verde.

In 1995 Portugal Telecom Internacional acquired a 40% share (for US$20m) of
the parastatal Cabo Verde Telecom (CVT)—the country's most significant

A dry climate

Improving infrastructure
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privatisation to date. CVT enjoys a monopoly on the provision of tele-
communications services, and at present there are no plans for further
divestiture or to license other operators. The Instituto das Comunicações e
Tecnologias de Informação (ICTI) is the regulatory authority for the telecoms
sector.

Since 1995, CVT has increased the number of telephone lines to 70,000 in 2002,
increasing the number of lines from 24 per 1,000 people in 1990 to 157 in 2002,
compared with an average of 25.3 per 1,000 for the rest of Africa in 2000. In
1998 the company also introduced the country’s first cellular telephone
network, Telemóvel. By 2002, Cape Verde had 43,000 GSM cellular phone
users, yielding a penetration level of 96 lines per 1,000 people, compared with
an average of 10 per 1,000 for the rest of Africa in 1999.

In 2001 CVT completed the installation of a 253-km fibre optic ring linking the
islands, boosting bandwidth fourfold and providing access to Internet and
ISDN services. In 2002 there were an estimated 4,000 Internet user accounts,
but the number of people with access to the Internet is estimated to be
considerably higher. Government institutions have put considerable effort into
setting up home pages on the Internet, and are now well represented.

A new daily newspaper, Expresso das Ilhas, was launched in January 2002. In
addition, there are two weekly publications: Horizonte, which replaced the
official Novo Jornal; and A Semana, which is independent but is considered to
have some partiality to the ruling Partido Africano da Independência de Cabo
Verde (PAICV). The state-owned radio and television stations were
amalgamated in 1997 to form Rádio Televisão Caboverdiana (RTC). In 1998 the
government allowed independent radio stations to broadcast. Rádiotelevisão
Portuguesa International and Canal Plus International began transmitting
24-hour television and radio in 1995.

Energy provision

Cape Verde has no known oil or gas resources, and imports all its petroleum
needs. However, because of the refuelling of ships and planes calling at the
islands (bunkering), re-exports represent a significant portion of merchandise
exports. Fuel prices are set by the government. Distribution is carried out by the
local subsidiary of Royal Dutch Shell and the Empresa Nacional de
Combustíveis (Enacol), which was sold in 1997 to a Portuguese company,
Petrogal, and an Angolan parastatal, Sonangol. The sale of a 32.5% stake in
Enacol to Sonangol became controversial in 2000, when allegations of
irregularities were levelled at the government. Electricity is supplied by the
energy and water utility, the Empresa Pública de Electricidade e Água (Electra).
Electricity supply has become an increasing problem in recent years, and the
sale of Electra to a Portuguese consortium in January 2000 has brought little
improvement. There are plans to develop the country’s thermal capacity, and
the government is seeking to improve access to electricity, particularly in rural
areas.

Media

All energy supplies are
imported
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The economy

Economic structure
Main economic indicators, 2003a

(US$ m unless otherwise indicated)

GDP 781.7
Real GDP growth (%) 5.0

Consumer price inflation (%) 3.0
Current-account balance –65.0
Foreign debt n/a

Average exchange rate (CVEsc:US$) 98.5

a Estimates

Sources: IMF, International Financial Statistics; Banco de Cabo Verde.

The economy of Cape Verde is classified by the World Bank as a lower to
middle-income country. Lacking natural resources, and regularly affected by
severe drought (most recently in 2002), the economy is dominated by the
services sector—essentially transport, commerce and government spending,
funded by remittances and grants from abroad—which accounted for 71.6% of
GDP in 2002. Industry, of which construction is an important component,
accounted for 17.2% of GDP. The manufacturing sector remains small but has
expanded considerably in recent years as investment has occurred in textiles,
mostly based in Praia and Mindelo. Agriculture and fishing accounted for only
11.2% of GDP in 2002 but employed about one-half of the country’s workforce.
Economic development is constrained by Cape Verde’s small size, isolation and
lack of natural resources. However, large inflows of foreign assistance, good
human resources and a supportive policy environment have helped to
underpin steady economic progress. Cape Verdean migrants overseas play an
important role in the economy: in 2000 net emigrant remittances amounted to
15% of GDP.

Comparative economic indicators, 2003
Cape São Guinea-

Verde Tomé Bissau Angola Portugal
GDP (US$ m) 781.7 55.6 216.0 13.1 149,000
GDP growth (%) 5.0 4.0 -7.0 4.4 -0.6

GDP per head (US$) 1,438 397 160 916 14,466
Consumer price inflation (av; %) 3.0 6.0 7.0 95 3.1
Current-account balance (US$ m) -65.0 -6.3 -53 -495 -10,200

Merchandise exports fob (US$ m) 43.0 5.4 40 9,619 32,200
Merchandise imports fob (US$ m) 282.0 26.3 59 4,080 43,400

Note. Figures may differ from official data.

Sources: Economist Intelligence Unit.; Banco de Portugal; IMF.

Economic policy

Low food production and a lack of raw materials have led to extremely high
import levels and a need to attract substantial foreign aid and investment. Since
1988 the government has promoted liberalisation and the diversification of the

A middle-income country

Foreign investment is crucial
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economy. An ambitious privatisation programme has already seen the sale of
more than 30 state-owned enterprises to foreign (mostly Portuguese) operators.
In addition, the government is attempting to attract foreign investment in small-
scale industry and the development of fishing and tourism. It also places a high
priority on mobilising the large emigrant population for economic develop-
ment. In 2003 foreign investment is expected to exceed the record US$36m
achieved in 2002 (equivalent to 6% of GDP). Together with the creation of a
class of local entrepreneurs, this is seen as crucial to sustainable growth and
was earmarked as a priority in the 2003 budget.

The budget deficit was progressively lowered from the early 1990s onwards,
backed by a large increase in external aid, around 90% of which was in the
form of grants. The government has been able to raise domestic revenue by
improving tax collection and, at times, implementing higher tariffs (foreign
grants, however, still represented 25% of total expected revenue in 2002). This
allowed the budget deficit to fall to more sustainable levels until 1998, when it
narrowed to an estimated 4.3% of GDP, before rising again to 9% in 2002. In that
year, the government launched a new National Development Plan (NDP)
covering the period 2002-2005. The main aims of the NDP—which is divided
into five stages—are to develop the private sector, increase competitiveness and
reduce social exclusion.

The precarious fiscal situation inherited by the formerly socialist Partido
Africano da Independência de Cabo Verde (PAICV) on its return to power left it
with little choice but to implement austerity measures, supported by the IMF.
Capital expenditure was cut, and the budget deficit was brought down to
CVEsc3.6bn (US$29.3m) in 2001, equivalent to 6% of GDP. In 2002 the budget
deficit increased again to an estimated CVEsc6.2bn, equivalent to 9% of GDP,
underpinned by a substantial increase in capital expenditure, which was
approved by the IMF and other foreign donors. In 2003 the government
planned to increase spending by around 12%. While foreign support will be
essential for capital investment, the delayed introduction of value-added tax
(VAT), now scheduled for January 2004, together with further privatisation
sales, should allow the government to finance some of the revenue
requirement. The planned sale of state companies, a policy that the PAICV
opposed before its election, includes the state airline and the ports company.

Summary of government finances, 2002-03
(CVEsc unless otherwise indicated; commitments basis; excl foreign financing)

2002
Budget Outturn

2003
Budget

Revenue 24,253 23,516 28,138
  Taxes 13,884 15,136 15,467
  Grants 5,990 6,319 7,584

Expenditure 30,363 25,204 31,621
  Recurrent 17,349 16,464 18,451
  Capital 13,015 8,740 13,170

Balance (incl grants) -6,111 -1,688 -3,483

Source: Banco de Portugal, Evoluçao das Economias dos PALOP, 2003.

A reliance on external aid

The 2000 budget crisis



Cape Verde 19

© The Economist Intelligence Unit Limited 2004 www.eiu.com  Country Profile  2004

Under the currency peg established in July 1998 between the Cape Verde
escudo and the Portuguese escudo (see The external sector: foreign reserves
and the exchange rate), the government has committed itself to greater fiscal
discipline and sought to meet the criteria for economic and monetary union
within the EU, as set out in the 1992 Maastricht treaty. These criteria include a
general government deficit of no more than 3% of GDP; public debt of no more
than 60% of GDP; and inflation within 1.5% of the average rate of the three EU
states with the lowest inflation. The government has had some success in
meeting these criteria, but has exceeded fiscal deficit targets for the past few
years—the ballooning budget deficit in 2000, in particular, also put some
pressure on the peg. The PAICV government is committed to maintaining the
peg, which was transferred to the euro on January 1st 2002.

Economic performance

Gross domestic product
(% real change; market prices)

Annual average
2003 1998-2002

GDP 4.0 a 7.0b

a Banco de Cabo Verde estimate. b Instituto Nacional de Estatísticas (INE)

Source: Banco de Cabo Verde, Instituto Nacional de Estatísticas.

Despite the country’s many handicaps, the economy has grown fairly steadily
since independence, largely as a result of considerable inflows of official aid on
highly favourable terms and substantial remittances from emigrants. According
to World Bank figures, GDP grew by an average of 8% per year in real terms
between 1974 and 1985, and by an average of 4% between 1986 and 1992,
comfortably ahead of population growth. Since 1993 real GDP growth has
averaged 7% per year, falling to 4% in 2003 as a result of fiscal austerity. In 2003
GDP per head was estimated at around US$1,438—among the highest in Africa.

Agriculture is the main source of employment, involving 53% of the workforce.
The services sector, of which the government constitutes a major part, employs
about 25%, while manufacturing industry employs a further 5%. Unemploy-
ment remains one of the country’s most pressing economic problems, although
the proportion of the labour force unable to find formal work has fallen from
26% in 1998 to 16% in 2002. Successive governments have provided temporary
employment through public works programmes. Although public investment in
infrastructural development and private-sector investment in productive,
export-oriented activities are expected to increase, they are unlikely to absorb
the increase in the labour force of about 3,000 per year. Cape Verdeans, and
young people especially, will continue to emigrate in search of employment,
particularly to Europe and the US.

The Movimento para a Democracia (MPD) government abolished most price
controls in the early 1990s, although food imports and distribution were
handled by a parastatal food supply agency, Empresa Pública de Abastecimento
(EMPA), which was liquidated in 2003. By maintaining a fiscal balance, the

The EU’s Maastricht criteria
are an important objective

Steady growth

Falling unemployment

Low inflation
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government has been able to bring down inflation. Although annual average
inflation has fluctuated since 1989, it has fallen steadily, averaging 2.4% between
1998 and 2002, and stood at 1.8% in 2003, just below the government’s target of
2-2.5%. Interest rates have remained stable, with negative deposit rates in real
terms much of the time. The commercial deposit rate remained at 4% from 1989
until 1994, and has stood at around 5% since. Similarly, commercial lending
rates were held at 10% until 1994, and have since remained at around 12%.

Inflation
(% real change; period averages)

2003 1998-2002
Consumer prices 1.8 a 2.4

Source: Banco de Cabo Verde (BCV).

Economic sectors

Agriculture, forestry and fishing

Although agriculture and fishing accounted for only 11.2% of GDP in 2002, they
remain the main source of employment. As a result of poor agricultural
conditions, including recurring drought, Cape Verde is able to produce an
average of only 15% of its annual food requirement. In 2002 agricultural
production fell by almost 90%, following a severe drought, after a bumper
harvest in 1999. The 2003 harvest is expected to be good, however, after
plentiful rains in the growing season. The most important crops are sugarcane,
maize and beans, and cash crops such as bananas, pineapples and coffee are
being encouraged. Bananas are currently the only crop being exported. Wine,
for the domestic market, has been produced on Fogo island for several years.
Agência Nacional de Segurança Alimentar (ANSA; the National Food Security
Agency) has taken over the regulation of the market in basic food products
following the liquidation of the parastatal food supply agency, Empresa Pública
de Abastecimento (EMPA). The new agency has received €1m from the EU to
enable it to intervene in the event of market difficulties.

The agricultural sector has been affected adversely by the inequality of the
landholding system, and by the overpopulation of cultivable land resulting
from excessive subdivision of farms. Since independence the government has
been cautiously reforming the landholding system, but it is now concentrating
on introducing new technologies to maximise the use of scarce water resources.
Estimates suggest that the country’s total potential exploitable groundwater and
surface water resources are about 150m cu metres per year, enough to irrigate
about 8,600 ha, compared with the 3,000 ha irrigated at present.

The country’s exclusive maritime economic zone (EEZ) covers 734,265 sq km,
and contains one of the last significantly underused fishing grounds in the
world. At present about 35,000 tonnes of fish, mainly tuna and lobster, are
exported each year. Fishing accounted for only 1% of GDP in 2000, but is an
important source of foreign-currency earnings. In the long term Cape Verde

Crops are scarce

Irrigation is a solution

Fish is an important export
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should be able to increase the exploitation of its offshore marine resources and
to modernise the sector. São Vicente has the largest fishing potential, with a
natural deepwater port, refrigeration facilities, a shipyard, and a new cannery
financed by an Arab bank. Cape Verde has also expanded its zone by signing
agreements with Senegal and Guinea to fish in their waters. A fishing
agreement between Cape Verde and the EU has been extended to June 2005.

Mining and semi-processing

Mining makes a negligible contribution to the economy and exports. Salt is the
most important resource, and total output is estimated at 7,000 tonnes. In Santo
Antão there has also been intermittent exploitation of pozzolana, a volcanic
ash used in making hydraulic cement. There are plans to build a $54m cement
plant in Cape Verde—funded by the Chinese government—which is expected to
export 150,000 tonnes per year while meeting all domestic demand.

Manufacturing

The manufacturing sector is quite small and undeveloped, accounting for 8.2%
of GDP in 2002, but is expanding. It consists primarily of textiles, shoemaking,
fish canning, rum distilling and drinks bottling. There are currently around 120
small and medium-sized industrial enterprises, mostly in private hands. Most
enterprises are located in Praia and São Vicente. The government believes that
Cape Verde’s geographical situation, relatively skilled labour force and low
wage costs make it suitable for light industry. Since 1993 a free-zone enterprise
law has provided tax and custom duties exemptions, in an attempt to attract
foreign investment into expanding industrial exports. As a result, the value of
industrial exports (mainly textiles, but also increasingly electronic components)
increased from CVEsc190m (US$2m) in 1994 to CVEsc1.2bn in 2000, although
this is still a considerable way short of meeting the country’s import demands.

Construction

The construction industry in Cape Verde involves a number of small
companies involved in residential and commercial construction, while several
larger ones handle infrastructure and public works projects. Portuguese
construction companies are also involved in the sector, handling larger projects
including foreign investment in the construction of new hotels and other infra-
structure for the tourism industry. The construction sector has shown steady
growth, benefiting from the islands’ favourable rates of economic expansion.

Financial services

The Banco de Cabo Verde (BCV) is the central bank; it gained additional
autonomy under constitutional reforms adopted in 1999 and, more significantly,
a new law adopted in May 2002. The law has allowed the BCV to set interest
rates freely, has eliminated central bank financing of the budget deficit, and has
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made price stability the primary policy objective of the central bank. At the
same time, the law has strengthened the BCV’s supervision of the financial
sector—partly to promote financial intermediation, but also to prevent money-
laundering activities. The governor of the bank, Olavo Correia, welcomed the
changes, which have brought the role of the BCV closer to that of central banks
in more developed economies.

Commercial banking institutions include the Banco Comercial do Atlântico and
the Caixa Económica de Cabo Verde, both of which were privatised in
1999-2000. The principal savings institution is the Fundo de Solidariedade
Nacional (FSN). The FSN channels public investment, and the Instituto
Caboverdiano de Solidariedade (ICS) handles international aid. Branches of
two Portuguese banks, Banco Totta e Açores and Banco Nacional Ultramarino,
have been established and are expected to contribute to competition and the
deepening of the financial sector. Reforms in the financial sector have allowed
the government to offer new financial instruments such as tax-free government
bonds and high-yield savings accounts. A stock exchange opened in Praia in
April 1999 but has seen little activity since.

Other services

Tourism has been a major source of employment and economic growth: it
contributed about 10% of GDP in 2001, compared with 4% in 1998. In 2001
162,000 tourists from overseas visited the islands, up from just 60,000 in 1998.
The previous year (2000), net revenue from tourism became positive for the
first time. The government’s goal is to attract 400,000 tourists per year by
2008, and it hopes to turn the national airline, TACV, into a major
regional carrier to help facilitate this. Several new hotel developments
have opened in the past few years, bringing the total number of hotels to 88
and the number of rooms to 4,500 in 2000. Sal island is the main tourist
destination, but the prospects for Santiago—helped by the opening of the new
international airport in Praia in April 2004—are also promising. The main
markets, aside from visiting Cape Verdeans who live abroad, are Portugal
(about 50% of total visitors), Italy, Germany and other European countries.   

Tourism is booming

A small financial sector
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The external sector

Trade in goods

Foreign trade, 2002a

(US$ m)

Exports (fob) 16.4
  Footwear & clothing 9.1
  Fish 0.3
Imports (cif) -243.3
  Manufactures & others -158.8
  Food -72.2
  Fuel -12.3

a Excluding fuel re-exports.

Source: IMF, Cape Verde: Statistical Appendix, June 2003.

Cape Verde relies heavily on imports, and has registered a large trade deficit
since independence. The country’s merchandise exports are extremely low in
relation to imports, although sales of textiles and electronic components are
expanding. Small amounts of bananas, canned tuna, frozen fish, lobster, salt
and pozzolana are also exported. However, the country imports most of its
food requirements, as well as fuel, manufactured goods and other goods. The
merchandise trade deficit, although always substantial, has worsened
considerably since the early 1990s, increasing from US$100m in 1989 to
US$217m in 1995, equal to 44% of GDP. In an attempt to reduce the level of
merchandise imports the government has introduced a package of measures.
They include introducing quotas on a range of secondary goods and taking
control of credit issued by banks to import companies. In addition, in 1997, at
the behest of the IMF, the government began to record sales of fuel to ships in
full, moving the classification of this item from services to goods exports. These
measures, combined with the increase in exports, have brought the trade deficit
down. However, it remains at a high level, reaching US$88m (fob) in 2000,
equivalent to 16% of GDP.

Main trading partners, 2002
(% of total)

Exports to: Imports from:
Portugal 90.7 Portugal 52.1

US 6.3 Netherlands 14.9
Germany 0.7 Belgium 7.0

Source: IMF, Direction of Trade Statistics, June 2003.

Trade links with Portugal have strengthened since 1990, and the former colonial
power accounted for over one-half of all imports and exports in 2002,
according to IMF figures. EU countries accounted for around 90% of all exports
and imports. However, in its search for new trading partners, Cape Verde has
sought to develop ties with Asian countries, including the former Portuguese
colony of Macao in China.

A substantial trade deficit

Portugal is the main trading
partner
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Invisibles and the current account

Current account, 2003a

(US$ m)

Merchandise exports fob 37.7

Merchandise imports fob 340.2
Trade balance -302.5
Net services 15.3
Net income -12.9
Net current transfers 216.3

Current-account balance -83.8

a Estimate; merchandise exports and services are aggregated differently from the IMF.

Source: Banco de Portugal, Evolução das Economias dos PALOP, September 2003.

The consistently negative trade balance is matched by a positive invisibles
balance, helped mainly by high levels of workers’ remittances and current
transfers in the form of grants. Remittances increased after the Cape Verdean
escudo was pegged to the Portuguese escudo in 1998 (see Foreign reserves and
the exchange rate), and have since remained constant, at around US$130m a
year. The income balance has traditionally shown a small deficit, mainly
because of the repatriation of investment incomes and interest payments, but
the services balance has been producing an increasing surplus because of rising
net tourism revenue. In addition, landing rights and services at Sal international
airport have traditionally brought in substantial revenue. As a result, the
current-account deficit has been narrowing, although it remains high, at an
estimated US$84m in 2003, equal to 13% of GDP.

Capital flows and foreign debt
Debt stock, 2002a

(US$ m unless otherwise indicated)

Total external debt stock 338.0
  Multilateral 255.3
  Bilateral 54.2
  Commercial 28.4
Arrears 7.6

Debt/GDP (%) 54.8

a Excludes short-term debt.

Source: Banco de Portugal, Evolução das Economias dos PALOP, September 2003.

Cape Verde has been highly successful in attracting bilateral and multilateral
foreign aid; this success has been underpinned by what is regarded as the
favourable domestic environment for the use of such assistance. According to
the OECD, Cape Verde receives the second highest level of net aid per head in
the world, at US$320 per head in 1999. Net official development assistance
(ODA) totalled US$76.5m in 2001 (equivalent to 13.5% of GDP), 53% of which
was in the form of grants. Portugal is by far the largest donor (having provided
US$23m in 2001), followed by the World Bank (the largest multilateral donor),
Luxembourg and the US (which have large resident Cape Verdean

A positive invisibles balance

An aid-dependent country
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communities). Food aid also remains an important component of international
assistance.

According to the World Bank’s Global Development Finance, Cape Verde’s total
external debt stock was US$327m at end-2000, compared with US$202m in
1996. External debt appears to have increased further since then, to US$360m at
end-2001. This sharp increase reflects several factors: the disbursement of long-
term donor loans for the government’s National Development Programme in
1998, Portuguese support for the currency peg, and the increasing use of short-
term debt. Total gross disbursements increased to US$66m in 1999, the highest
amount ever for Cape Verde, before falling to US$29m in 2000. Although the
stock of external debt has increased to over 60% of GDP, the debt-
service/exports ratio has fallen (and stood at 6% in 2001), owing to the fact that
over 80% of the country’s debt is on concessional terms.

Foreign reserves and the exchange rate

An agreement to peg the Cape Verde escudo to the Portuguese escudo was
formalised in March 1998, and the exchange rate was set at CVEsc0.55:Esc1,
close to the prevailing market rate. The peg, which was planned to be in force
for an initial period of four years, came into effect in July 1998, and makes the
currency convertible. The peg was reviewed in early 2003 and will be
maintained at its current rate, given recent government success in reining in the
budget deficit. The peg is managed by an exchange-rate commission and
covered by a Portuguese credit facility of Esc30bn (US$250m), which can be
raised to Esc50bn if necessary. The peg is a central element of the government’s
reform programme, and should encourage foreign investment and facilitate
trade with the EU. In January 1999 the peg was transferred, at a rate of
CVEsc110.265:€1, under Portugal’s participation in the EU’s economic and
monetary union.

The currency peg has eliminated the need to purchase imports with foreign-
currency reserves, and the foreign-exchange allocation system is being
reformed. Foreign reserves have risen steadily from US$8m in 1998 to US$80m
in December 2002. Registered importers can freely obtain foreign exchange for
about 97% of all customs items through the Banco Comercial do Atlântico.
Foreign investment is regulated through the External Investment Law, which
states that all applications should initially pass through Cape Verde’s Centre for
Promotion of Tourism, Investment and Exports (Promex).

The escudo is convertible

Foreign exchange

External debt has continued
to rise
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Appendices

Sources of information

The main national statistical sources are the Instituto Nacional de Estatística
(INE), the Banco de Cabo Verde (the central bank) and the Ministry of
Economic Co-ordination. Although the quality of the available data is better
than in other African countries, these sources are not always easily available.
More frequent and reliable data can be obtained from the IMF and the World
Bank. With the pegging of the Cape Verdean escudo to the Portuguese escudo
in July 1998, more data have also become available from both Cape Verde and
Portugal. The INE, the central bank and the government now have com-
prehensive websites that provide information on statistics as well as policies.

Banco de Cabo Verde, Conjuntura Mensal (monthly), Praia

Banco de Cabo Verde, Boletím de estatísticas (quarterly), Praia

Instituto Nacional de Estatística, Índice de preços no consumidor (monthly), Praia

Instituto Nacional de Estatística, Anuário estatístico, Série 1990-97, 1999, Praia

Governo de Cabo Verde, Programa do governo para a VI legislatura 2001-2005,
www.governo.cv/Prog_Gov_2001_2005.pdf (Portuguese)

Ministerio das Finanças, Planeamento e Desenvolvimento Regional, As grandes
opções do Plano, www.gov.cv/minfin/imagens/pdf/gop2002_2005.pdf
(Portuguese)

Banco de Portugal, Evolução das Economias dos PALOP (Portuguese, annual),
Lisbon

Energy Data Associates, Bishops Walk House, 19-23 High Street, Pinner,
Middlesex HA5 5PJ

IMF, Direction of Trade Statistics (quarterly)

IMF, International Financial Statistics (monthly)

IMF, Cape Verde, Statistical Tables, May 1998, Washington DC

IMF, Cape Verde: Recent Economic Developments, July 1999, Washington DC

IMF, Cape Verde: Statistical Appendix, June 2003,Washington DC

OECD, Geographical Distribution of Financial Flows to Aid Recipients (annual)

World Bank, Global Development Finance (annual)

World Bank, World Development Indicators (annual)

Basil Davidson, The Fortunate Isles: A Study in African Transformation, 1990

Lonely Planet, West Africa, 2002

Bradt, Cape Verde, A Travel Guide, 1998

National statistical sources

International statistical sources

Select bibliography and
websites
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Richard Lobban, Crioulo Colony to Independent Nation, 1998

A Semana (weekly newspaper), Praia

Horizonte (weekly), Praia

www.governo.cv—Cape Verde government home page (Portuguese)

www.bcv.cv—Banco de Cabo Verde, (the central bank; Portuguese and English)

www.ine.cv—Instituto Nacional de Estatística (national statistics institute;
Portuguese and English)

www.gov.cv/minfin—the Ministry of Finance (Portuguese)

www.dsapeleitoral.cv—the election service (Portuguese)

www.paicv.org—the governing party, Partido Africano da Independência de
Cabo Verde (Portuguese)

www.mpd.cv—the main opposition party, Movimento para a Democracia
(Portuguese)

www.inforpress.cv—the official government news agency (Portuguese)

www.expressodasilhas.cv—news about Cape Verde (Portuguese)

www.cabonet.cv—general information on Cape Verde (Portuguese)

www.umassd.edu/specialprograms/caboverde/capeverdean.html—general
information on Cape Verde (English and Portuguese)

www.caboverde24.com—a portal, with links to news and general information
about Cape Verde (English, Portuguese, Spanish, German, Italian)

www.caboverdeonline.com—a portal, membership (free) required (English and
Portuguese)

http://caboverde.ipiaget.org—website of the Universidade Jean Piaget in Praia

Reference tables

These reference tables provide the most up-to-date statistics available at the date of
publication.

Population
(’000)

1998 1999 2000 2001 2002
Population (mid-year) 417,200 428,227 434,812 446,220 456,483

Growth rate (%) 2.6 2.6 1.5 2.3 2.3

Sources: Institution Nacional de Estatística, Census 2000;  UN Population Fund.
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Gross domestic product
(market prices)

1997 1998 1999 2000 2001
Total (CVEsc m)
At current prices 45,969 51,307 59,819 63,635 66,695
At constant (1980) prices 14,062 15,186 16,542 17,633 18,343
Real change (%) 8.5 8.0 8.9 6.6 4.0

a Based on Institution Nacional de Estatística population estimates.

Source: IMF, Cape Verde: Statistical Appendix, June 2003.

Gross domestic product by sector
(CVEsc m; current market prices)

1997 1998 1999 2000 2001
Agriculture & fishing 5,348 5,977 6,960 6,852 6,889

Industry 8,504 9,770 10,822 11,065 11,295
  Construction 4,141 4,943 5,589 5,309 5,196
Services 28,342 30,938 36,550 39,495 41,470
  Transport & communications 8,589 9,074 10,418 11,459 12,198
  Commerce 7,453 8,370 9,517 9,801 10,088
  Public service 7,196 7,644 9,175 8,995 9,312

GDP 45,969 51,307 59,819 63,635 66,695

Source: IMF, Cape Verde: Statistical Appendix, June 2003.

Gross domestic product by expenditure
(CVEsc m; current market prices)

1997 1998 1999 2000 2001
Private consumption 34,551 44,761 51,219 47,565 60,144

Government consumption 15,347 14,923 19,966           26,049 18,002
Gross domestic investment 10,422 10,215 11,825 11,896 11,578
Exports of goods & non-factor

services 12,021 11,677 13,595 17,159 20,558
Imports of goods & non-factor

services -26,373 -30,269 -36,786 -39,034 -43,587
GDP 45,969 51,307 59,819 63,635 66,695

Source: IMF, Cape Verde: Statistical Appendix, June 2003.
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Government finances
(CVEsc m unless otherwise indicated)

1997 1998 1999 2000 2001
Total revenue 13,748 15,280 16,624 17,159 18,172
  Domestic revenue 8,773 10,039 12,274 13,228 14,909
    Taxes 7,479 8,488 10,384 11,761 12,988
  Grants 4,975 5,241 4,350 3,931 3,263
Total expenditure 19,746 18,976 24,379 30,112 21,234
  Recurrent expenditure 10,948 10,870 14,052 17,525 14,770
    Wages 4,529 4,894 5,978 6,412 6,577
    Transfers, subsidies &

extraordinary expenditurea 3,968 3,733 6,636 13,359 6,215
  Capital expenditure 8,798 8,106 8,827 8,126 6,463
Primary balance -9,100 -7,000 -11,300 -15,100 -4,900
Overall balance (incl grants) -10,800 -8,900 -12,100 -16,900 -6,300
Financing 5,000 2,600 8,200 12,900 4,000
Net foreign financing 900 1,600 2,900 3,600 4,000
  Amortisation, change in &

rescheduling of arrears -1,200 -1,200 -4,400 -900 -3,200
Net domestic financing 4,100 1,000 5,300 9,300 0
  Privatisation 1,900 400 3,700 2,100 1,400

Memorandum item
Total personnel (’000) n/a 23,875 n/a n/a n/a

a Includes reimbursement for foreign-exchange advances.

Source: IMF, Cape Verde: Statistical Appendix, June 2003.

Money and credit
(CVEsc m unless otherwise indicated; end-period)

1998 1999 2000 2001 2002
Currency in circulation 5,060 6,026 6,458 6,703 6,459
Demand deposits 10,573 12,216 13,966 14,248 16,338

Money (M1) 15,633 18,333 20,425 20,951 22,798
  % change, year on year -2.0 17.3 11.4 2.6 8.8

Quasi-money 15,558 17,494 20,302 23,826 28,051
Money (M2) 31,191 35,827 40,727 44,777 50,849
  % change, year on year 2.8 14.9 13.7 9.9 13.6

Domestic credit 29,835 31,435 41,522 44,378 50,174
  Net claims on central           

  government 13,346 12,289 21,750 21,689 24,782
  Claims on public sectora 32 750 445 476 497
  Claims on private sectorb 16,451 18,390 19,327 22,206 24,890
Net foreign assets 5,594 9,718 7,149 10,003 11,334

a Includes local government. b Includes non-bank financial institutions.

Source: IMF, International Financial Statistics.
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Prices, interest rates and wages
(period averages)

1998 1999 2000 2001 2002
Consumer price index (1995=100) 120 125 122 126 129
  % change 4.4 4.4 -2.4 3.3 2.4

Interest rates (%)
Deposit rate 5.3 4.8 4.3 4.7 4.9
Lending rate 12.5 12.0 11.9 12.9 13.2
Wages (sales clerk; CVEsc, daily) 745 745 745 745 745

Sources: IMF, International Financial Statistics; IMF, Cape Verde: Statistical Appendix, June 2003.

Tourisma

(CVEsc m)

1997 1998 1999 2000 2001
Revenue 1,399 1,988 2,961 4,686 6,539
  % change 50.9 42.1 48.9 58.3 39.5

a From the services account in the balance of payments. b Including debit in the balance of
payments.

Source: IMF, Cape Verde: Statistical Appendix, June 2003.

Foreign tradea

(CVEsc m)

1997 1998 1999 2000 2001
Merchandise exports fob 3,512.9 3,210.0 2,967.1 4,598.0 4,577.0
  Agricultural products 0.0 1.3 3.7 0.0 10.9
  Hides, skins 4.8 6.0 4.3 1.2 3.0
  Fish & crustaceans 262.0 180.8 184.6 90.1 37.7
  Shoes 812.8 609.5 670.8 658.7 511.2
  Clothing 154.8 192.6 236.4 447.0 606.5
  Electronic components 0.0 0.0 43.7 29.9 26.4
  Bunkering 2,219.0 1,568.9 607.2 2,499.6 2,557.4

Merchandise imports cif 22,937.0 22,594.0 25,082.0 29,559.0 29,974.0
  Consumer goods 8,815 9,971 10,600 11,148 12,571
  Intermediate goods 4,605 5,380 5,799 6,509 6,027
  Capital goods 5,648 3,526 4,319 4,537 4,560
  Petroleum products 1,131 973 1,328 1,533 1,520

Source: IMF, Cape Verde: Statistical Appendix, June 2003.



Cape Verde 31

© The Economist Intelligence Unit Limited 2004 www.eiu.com  Country Profile  2004

Main trading partners
(% of total)

1997 1998 1999 2000 2001
Exports to:
Portugal 74.1 88.9 89.7 80.1 90.7
US 0.0 0.0 0.0 11.4 6.3
Germany 0.0 0.0 0.0 2.3 0.7
Spain 8.7 7.3 2.9 3.5 0.2
Total EU 85.4 97.0 93.8 86.2 92.0
Imports from:
Portugal 42.8 46.9 52.7 52.4 52.1
Netherlands 11.0 6.8 17.8 13.0 14.9
Spain 2.4 2.4 2.4 2.5 3.6
France 9.2 5.0 2.4 4.4 3.2
Total EU 70.6 69.1 80.3 75.6 86.8

Source: IMF, Cape Verde Statistical Appendix, June 2003.

Balance of payments
(US$ m)

1997 1998 1999 2000 2001
Goods: exports fob 37.7 32.7 26.3 39.7 37.1
Goods: imports fob -211.1 -218.0 -241.5 -233.3 -231.6
Trade balance -173.4 -185.3 -215.3 -193.6 -194.4
Net services 19.4 -4.1 -10.5 4.9 7.5
Net income -8.1 -5.5 -8.4 -12.4 -4.1

Net services & income 11.3 -9.6 -18.9 -7.5 3.4
Net current transfers 120.0 131.6 159.4 139.5 133.0
Current-account balance -42.1 -63.4 -74.9 -61.7 -58.1
Capital & financial account 51.1 55.6 130.4 34.4 69.3
  Net direct investment 11.5 5.6 52.9 21.0 0.7
  Trust fund 0.0 -31.0 -38.9 -32.0 0.0
  Private capital flows 21.9 7.0 41.2 14.4 26.3
Net errors & omissions -7.2 -2.2 14.7 19.5 -1.1

Overall balance 16.2 -5.6 40.8 - 46.8 12.3
Financing (– indicates inflow) -16.2 5.6 - 40.8 46.8 - 12.3
  Arrears -19.1 -2.3 - 11.8 25.9 -11.3

Source: IMF, Cape Verde: Statistical Appendix, June 2003.
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Net official development assistancea

(US$ m)

1997 1998 1999 2000 2001
Bilateral 68.0 85.2 88.7 69.7 49.0
  Portugal 12.4 23.1 20.9 22.8 23.0
  Luxembourg 7.1 7.8 7.6 8.3 5.4
  Netherlands 9.4 9.3 12.5 6.0 4.2
  Japan 2.4 2.8 8.5 10.7 3.4

Multilateral 43.3 44.8 48.3 24.7 27.8
  World Bank (IDA) 8.2 22.5 23.8 10.2 15.7
  AfDF 3.8 1.3 8.8 6.9 6.0
  EC 22.1 14.7 7.5 1.6 1.7
Total incl others 111.3 130.0 136.7 94.1 76.5
  Grants 97.1 97.7 76.8 73.2 40.9

a Disbursements minus repayments. Official development assistance is defined as grants and loans
with at least a 25% grant element, provided by OECD and OPEC member countries and multilateral
agencies, and administered with the aim of promoting welfare and development in the recipient
country. IMF loans, other than trust fund facilities, are excluded, as is aid from the former
Eastern bloc.

Source: OECD Development Assistance Committee, Geographical Distribution of Financial Flows to Aid Recipients.

External debta

(US$ m unless otherwise indicated; debt stocks as at year-end)

1997 1998 1999 2000 2001
Total external debta 206.5 246.5 327.4 327.2 359.6
  Long-term debtb 199.6 240.9 308.0 314.6 340.2
  Short-term debt 7.0 5.7 19.4 12.6 19.4
    Interest arrears on long-term debt 4.0 2.7 3.7 4.0 3.7
      Official creditors 3.4 2.7 3.6 4.0 3.4
      Private creditors 0.5 0.0 0.1 0.0 0.3
    Principal arrears on long-term debt 19.6 15.4 24.8 34.2 26.4
Public & publicly guaranteed long-

term debt 199.6 240.9 308.0 314.6 340.2
  Multilateral 151.3 180.7 222.0 229.2 240.8
  Bilateral 36.2 50.3 76.8 77.9 84.5
Total debt service 14.5 19.5 20.0 16.1 14.0
  Principal 10.3 15.6 16.2 11.1 9.8
  Interest 4.2 3.8 3.8 5.0 4.2
Disbursements 21.6 54.5 63.2 28.8 50.3

Ratios (%)
Total external debt/GNI 41.4 46.2 56.5 59.9 61.5
Debt-service ratiob 6.8 10.0 9.4 7.1 5.2
Concessional debt/total debt 78.3 78.3 78.3 82.1 84.4

a Defined as having an original maturity of more than one year. b Debt service as a percentage of
earnings from exports of goods and services.

Source: World Bank, Global Development Finance.
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Exchange rate
(period averages)

1998 1999 2000 2001 2002
CVEsc:US$ 98.2 103.5 119.7 123.2 117.2
CVEsc: € 110.0 110.4 110.6 110.3 110.7

Source: IMF, International Financial Statistics.

Foreign reserves
(US$ m; year-end)

1998 1999 2000 2001 2002
Foreign exchange 8.3 42.6 28.2 45.4 79.8

SDRs 0.06 0.02 0.05 0.02 n/a
Total reserves excl gold 8.3 42.6 28.3 45.4 79.8

Source: IMF, International Financial Statistics.
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