UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

7

LIIPR

INVESTMENT POLICY REVIEW

UNITED NATIONS




UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

LIIPR

INVESTMENT POLICY REVIEW

GABO VERDE

UNITED NATIONS
New York and Geneva, 2018




© 2018, United Nations

The work is available through open access by complying with the Creative Commons licence created for
intergovernmental organizations, at http://creativecommons.org/licenses/by/3.0/igo/.

The designations employed and the presentation of material in this work do not imply the expression of any
opinion whatsoever on the part of the United Nations concerning the legal status of any country, territory, city or
area or of its authorities, or concerning the delimitation of its frontiers or boundaries.

Photocopies and reproductions of excerpts are allowed with proper credits.
The publication has not been formally edited.

United Nations publication issued by the United Nations Conference on Trade and Development.

UNCTAD/DIAE/PCB/2018/2

UNITED NATIONS PUBLICATION

ISSN: 2414-5084
eISSN: 2414-5475




NOTE

Under its overall mandate on trade and development, the United Nations Conference on Trade and Development
(UNCTAD) serves as the focal point within the United Nations Secretariat for all matters related to foreign
direct investment (FDI). Its work is carried out through intergovernmental deliberations, research and analysis,
technical assistance activities, seminars, workshops and conferences.

The following symbols have been used in the tables:

Two dots (..) indicate that data are not available or not separately reported. Rows in tables have
been omitted in those cases where no data are available for any of the elements in the row.

A hyphen (-) indicates that the item is equal to zero or its value is negligible.
A blank in a table indicates that the item is not applicable.
A slash (/) between dates representing years — for example 2009/10 indicates a financial year.

Use of an en dash (-) between dates representing years — for example 2008—2010 signifies the
full period involved, including the beginning and end years.

Reference to “dollars” ($) means United States dollars, unless otherwise indicated.
Annual rates of growth or change, unless otherwise stated, refer to annual compound rates.

Details and percentages in tables do not necessarily add to totals because of rounding.
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PREFACE

UNCTAD Investment Policy Reviews (IPRs) are intended to help countries improve their investment policies
with the objective of meeting the Sustainable Development Goals and to familiarize governments and the
international private sector with an individual country’s investment environment. The reviews are considered
by the UNCTAD Commission on Investment, Enterprise and Development. The analysis is based on the
UNCTAD Investment Policy Framework for Sustainable Development (IPFSD) and its core principles and
guidelines (UNCTAD, 2015a). The recommendations of the IPR are then implemented with the technical
assistance of development partners, including UNCTAD. The support to beneficiary countries is delivered
through a series of activities that can span several years.

Consistent with the SDGs, IPRs encourage official development assistance and investment in countries where
needs are greatest. The IPR recommendations are in line with countries’ national development plans and
focus on key development sectors, including agriculture, mining, manufacturing, tourism and infrastructure. By
helping countries in this manner, the IPR programme contributes to:

1 SDG 1 target b: “to create sound policy frameworks at the national, regional and international
M levels, based on pro-poor and gender-sensitive development strategies, to support accelerated
IM‘M investment in poverty eradication actions”.

IR SDG 8 target 2: to “achieve higher levels of economic productivity through diversification,
technological upgrading and innovation, including through a focus on high-value added and

m labour-intensive sectors”.

10 e SDG 10 target b: “to encourage official development assistance and financial flows, including
A foreign direct investment, to States where the need is greatest, in particular least developed
A=V 8 countries, African countries, small island developing States and landlocked developing countries,

N H H H H ”
in accordance with their national plans and programmes”.

17 Pemesies SDG 17 target 3: “to mobilize additional financial resources for developing countries from multiple

% sources”.

The IPR of Cabo Verde was initiated at the request of the Government. It analyses the legal and regulatory
framework for investment, and contains a strategic analysis on how to better utilize FDI in the tourism sector as
a leverage for sustainable development. The IPR is based on two fact-finding missions undertaken in July and
December 2017 and information current at that time, as well as additional information made available to UNCTAD
until May 2018. The mission received the full cooperation of the relevant ministries, departments and agencies,
in particular Cabo Verde Tradelnvest. The mission also benefited from the views of the private sector, both foreign
and domestic, as well as bilateral donors and development agencies. The Government and the United Nations
Development Programme (UNDP) in Cabo Verde provided substantive contributions as well as logistical support
to the IPR process. A preliminary version of this report was discussed at national validation workshops in Praia
on 23 April, Santa Maria on 24 April and Mindelo on 25 April 2018. The final report reflects comments from
stakeholders, including ministries and agencies of the Government of Cabo Verde.

Geneva, June 2018
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KEY MESSAGES

In Cabo Verde, natural resources, sound economic policies, good governance and the adoption of one
of the most open investment regimes in Africa have produced a solid foreign direct investment (FDI)
attraction performance since the early 2000s. Notwithstanding the global economic and financial crisis
and its impact on Europe — its main trading partner, and primary source of investment and tourists —
Cabo Verde is still performing above the average for high-income developing economies in terms of
FDI inflows relative to the size of gross domestic product (GDP).

FDI has had a transformational impact on the economy and was instrumental in the development
of the tourism industry, which accounts for close to 45 per cent of GDP and about 40 per cent of
employment. It has also played a role in the fishing sector, which is a significant contributor to export
earnings. Indeed, without FDI, it is unlikely that Cabo Verde would have graduated from LDC status in
2008 or experienced the remarkable progress recorded in terms of poverty reduction and improvement
of other social indicators.

However, foreign investment remains heavily concentrated in one activity, all-inclusive tourism, and in
two locations, the islands of Sal and Boa Vista. Cabo Verde is now seeking to diversify the economy
and to broaden its tourism offer beyond the “all-inclusive” model, S0 as to secure greater development
impact, in terms of increased business opportunities for the local private sector, as well as more
balanced development among the 10 islands of the archipelago.

The country’s approach to FDI attraction has for long been reactive, and characterized by contract-
based, bespoke conditions offered to large investors, rather than determined by the quality of the
overall regulatory environment and the effectiveness of its promotional efforts. Despite ongoing
business facilitation efforts, which have streamlined business establishment and introduced modern
eGovernment tools, several aspects of the investment climate remain challenging, notably for smaller
companies. Heavy bureaucratic processes related to licensing, permitting or trading and a complex tax
regime affect business competitiveness, while weaknesses in the environmental impact assessment,
land allocation process and inspection regimes pose serious risks for the country, including with
respect to the achievement of the sustainable development goals (SDGS).

Other challenges continue to hamper private sector development, and micro, small and medium-sized
enterprises (MSMEs) in particular. These include the high cost of electricity as well as poor connectivity
both among the country’s islands and with its main trading partners. The local private sector also faces
skills shortages and access to finance issues, which result in a sizeable informal sector. With notable
exceptions, few enterprises have the size and capacity to either become suppliers to larger foreign
companies or to internationalize.

For Cabo Verde to drive FDI towards new sectors and its stated development objectives, including
economic diversification through sustainable tourism, a more pro-active approach to FDI policy is
required. In this regard, the laws and policies on access to land, social and environmental protection,
taxation and competition, for instance, can be strengthened to promote concrete development
outcomes and better balance investors’ needs with protection of the public interest.

At the same time, a more pro-active investor targeting effort can do much to attract the type of
investment most likely to contribute to job creation, entrepreneurial development, and economic
diversification, both by sector and by region, as recognized in the new strategic plan of Cabo Verde
Tradelnvest. This effort needs to be matched with programmes and initiatives that increase the benefits
from FDI by, for example, actively supporting linkages with local suppliers, and promoting sustainable
business practices. To support such an effort, this report proposes some policy measures, tools and
initiatives to utilize tourism FDI as a leverage for sustainable development.
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CONTEXT

Foreign investment greatly influenced the recent economic history of Cabo Verde. While FDI inflows were
almost negligible during the period of centralized planning after independence (1975), a series of reforms,
undertaken in the mid-1990s, opened the economy to private foreign capital. Between 1992 and 2000, the
country attracted about $190 million in foreign investment, half of which was generated through privatizations."
The continued implementation of sound economic policies fostering integration into global value chains, coupled
with good governance and a favourable world economic situation, led to a phase of FDI-driven growth, which was
characterized by significant greenfield investments (figure 1). During that time, Cabo Verde has registered solid
inflows, particularly from foreign investors in the “all-inclusive” tourism sector, with peaks in 2008, 2011 and 2014,
when large projects were completed.

Figure 1.
FDI inflows to Cabo Verde, 2001-2017
(Millions of dollars)

mmmm Tourism Other sectors e Total FDI

Note:  FDI by economic activity excludes diaspora investment and intra-company loans. For this reason, it does not add up to total FDI.
Source: Bank of Cabo Verde.

Since 2000, Cabo Verde made considerable progress on various socio-economic indicators. FDI and other
external financial flows (official development assistance — ODA, loans and remittances) helped the country
achieve economic growth, improve the quality of its infrastructure, boost some important sectors of the
economy, such as financial services and some manufacturing, and make headway toward meeting most of the
Millennium Development Goals (MDGs).? The country successfully improved its performance on a number of
indicators, including poverty reduction, child and maternal health, literacy, education, gender equality as well
as access to electricity. Between 2000 and 2007, average GDP growth reached 7.2 per cent (compared to
6.4 per cent for sub-Saharan Africa), and nominal gross national income (GNI) per capita doubled from $1380
to $2750. In December 2007, Cabo Verde officially graduated from least developed country (LDC) status, one
of only four countries to have done so to date. In 2008, it also joined the World Trade Organization (WTO).
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The global economic downturn in 2008 left the economy exposed. The European Union is Cabo Verde’s main
export market, its main source of foreign investment as well as an important consumer of tourism services.
The European Union’s share in the country’s merchandise exports fluctuated between 73 per cent and 89 per
cent over the period 2008—2016.2 Travel services account for half of Cabo Verde’s total export revenues, and
more than 90 per cent of tourists are from Europe. Since 2000, the local currency, the escudo, has been
pegged to the euro, which has helped keep a lid on inflation.* However, the Eurozone crises of 2009-2014
had a serious impact on Cabo Verde’s growth. Real GDP growth plummeted from its 15 per cent peak in 2007
to minus 1.2 per cent in 2009 and averaged around the 1.5 per cent level over subsequent years. By 2016,
the economy showed signs of a stronger recovery, with GDP growth reaching 3.9 per cent. Nevertheless,
following Cabo Verde’s graduation from LDC status, the share of grants in ODA decreased substantially over
the period 2008—2016 (box 1) and with the share of public debt reaching more than 125 per cent of GDP, debt
sustainability has become a concern (IMF, 2016).°

Box 1.
LDC graduation: Cabo Verde’s transition experience

The economy of Gabo Verde is characterized by its significant dependence on external financing, including FDI, ODA and
remittances, and a high level of structural vulnerability. Government concerns about the impact of graduation centred on
the potential loss of ODA, which averaged 18 per cent of GNI in the 10 years prior to 2007. While ODA as a percentage
of GNI has fallen since then, it has remained relatively high at 14 per cent.

After graduation, Cabo Verde negotiated trade privileges with the European Union (i.e. through the Everything But Arms
Initiative until 2012 and the Generalized System of Preferences Plus (GSP+) since 2013). The country also approached
multilateral agencies, including the World Bank and the African Development Bank (AfDB), to ensure that it retained
partial access to concessional financing (though at somewhat greater cost) through classification as a “blend” country.
It also benefited from an additional three-year transitional period for access to the Enhanced Integrated Framework (EIF)
for LDCs, with a further two years subject to approval by the EIF Board.

While growth of the tourism sector provided the means to reduce Cabo Verde’s dependence on aid and remittances, it
was adversely affected by the global financial and economic crisis and by the weak and slow economic recovery in key
partner countries (notably in the European Union). Cabo Verde is now at a crossroads, facing challenges to put in place
a more sustainable growth model and develop a more diversified productive base.

Source: UNCTAD, 2016b.

Investment flows slowed down and Cabo Verde lost ground vis-a-vis other comparator countries.
While FDI inflows to Cabo Verde declined in the aftermath of the economic and debt crises in Europe, the
average level remained above that of the early 2000s (figure 1). However, Cabo Verde’s exposure to the
crisis can be seen more clearly in its relative FDI performance between 2009—-2016. FDI inflows per capita,
per $1000 GDP and as a share of gross fixed capital formation all increased at a much slower rate than,
for example, in Ghana, Mauritius, Senegal and the Seychelles (table 1).

Tourism has attracted the lion’s share of FDI. According to available data, three quarters (over $1 billion)
of overseas investment flows over 2001-2017 were directed to the tourism industry.® The majority of
tourism-related FDI has been attributed to greenfield projects of well-known hotel chains, resort developers
and international tour operators, such as the Resort Group (United Kingdom), RIU (Spain), Melia and
Iberostar (Spain), Hilton (United States) and Oasis Atlantico (Portugal). The other main players in Cabo
Verde’s tourism sector include TUI Group and Thomas Cook, two of the world’s largest tour operators.
These are vertically integrated firms that manage bookings, inbound and outbound transport, in-country
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transfer, accommodation, leisure and entertainment, as well as excursions. Besides hotels, Cabo Verde
also attracted FDI to the entertainment, catering and restauration services sector. The first casino was built
on Sal island, in 2013, with an investment valued at €5 million. In 2016, the Macau Legend Development
(China) begun construction of a new casino complex in the capital Praia with an announced investment of
€250 million.”

The direct and indirect contribution of the tourism sector to the economy is sizeable and tourism
will likely continue to be a pillar of Cabo Verde’s development. The country’s objective is to reach
one million annual tourists by 2021. The proximity to Europe, a stable political environment, a relatively
low threat of terrorism, all year-round sunshine and beautiful landscapes contribute to Cabo Verde’s
attractiveness for tourists. Cabo Verde was the African country with the highest contribution of tourism
to GDP over the period 2011-2014 (43.4 per cent), after only the Seychelles (61.5 per cent) and before
Mauritius (26.7 per cent) (UNCTAD, 2017b). The total contribution of tourism to the economy comprises
its wider impacts, including GDP and jobs generated by capital investment, supply chains, government
expenditures (e.g. on security services, resort area sanitation services, etc.) as well as spending by those
who are directly or indirectly employed by the tourism industry. With respect to job creation, the World
Travel and Tourism Council (WTTC) estimated that in 2016 the total impact (direct and indirect) of tourism
to be about 39 per cent of total employment (91,000 jobs). The direct impact alone accounted for 15 per
cent of total employment (35,000 jobs, out of which 7,700 in hotels and accommodation) (WTTC, 2017).8
Furthermore, since 2007, the sector has steadily generated more than half of the country’s export earnings.
Since 2004, the number of international tourists has more than tripled and exceeded, for the first time in
2016, the number of residents.

FDI to sectors other than tourism also plays an important role in economic development. Foreign
investment in public infrastructure (i.e. water and sanitation, and renewable energy), information and
communication technology (ICT), organic agriculture, fish processing and other types of light industry has
also made a contribution to growth and has been influential in upgrading national industries. For instance,
tuna processing and canning generate significant export earnings and employment.® The main foreign-owned
operators are the Atunlo fish processing and refrigeration complex (Atunes and Lomos SL, Spain), which
provides refrigeration services for fish, meat, vegetables and ice to the local fleet and port community, and to
the Frescomar cannery, whose production accounts for 43 per cent of Cabo Verde’s export of goods. ™

Europe accounts for the bulk of FDI inflows. Four key source countries account for about 70 per cent
of cumulative inflows to Cabo Verde: the United Kingdom (27 per cent), Spain (18 per cent), Portugal
(17 per cent) and Italy (8 per cent). This reflects, to a certain extent, Cabo Verde’s historical relations and
its proximity to the European continent. While Portuguese and Spanish businesses are of a different size
and operate in various industries, FDI from the United Kingdom and Italy is closely associated with tourism.
Although relatively small, some investment also came from Africa, primarily from Angola, whose businesses
are active in the banking sector and in the import and distribution of fuels. FDI from other regions of the
world is negligible.

Despite its overall impact on the economy, tourism FDI has generated limited economic opportunities
for local entrepreneurs. Mainly shaped as all-inclusive packages by big international tour operators, tourism
projects in Cabo Verde have not generated significant linkages with other productive sectors of the economy.
Tourism resorts operate largely as isolated enclaves and so local businesses remain shut out of the value
chains of large foreign companies. WTTC data show that purchases of domestic goods and services by
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the tourism industry grew at an annual average of 4.6 per cent between 2011-2016 and amounted to
$170 million in 2016. However, most goods and services are still imported. In the case of food products,
estimated to be worth $60 million per year for big hotels alone, the small scale of local production and poor
transport links mean local production is insufficient to meet demand. Consequently, local players have been
unable to supply the big hotels or otherwise join international supply chains. Still, some successful examples
exist in coffee and food processing that could be replicated (Monteiro and Ferro, 2017).

FDI is unevenly distributed among the country’s islands, which has partly contributed to increased
internal migration and pressure on public services. Cabo Verde is an archipelago of 10 volcanic
islands, three of which have attracted significant FDI (table 2). Between 2000 and 2016, the island of Sal,
accounting for 6.4 per cent of Cabo Verde’s population, received half of total FDI inflows. Boa Vista is the
third largest recipient of investment but is the least-densely populated island in the country. Consequently,
average FDI inflows per capita on these islands are many times higher than the national average. Santiago,
the largest island of the archipelago and home to half of the nation’s population, received almost a third of
FDI inflows, and has experienced some FDI diversification due to the presence of financial, ICT and other
business services in the capital, Praia. In contrast, the island of So Vicente received 3 per cent of overseas
investment, and the remaining islands, which make up almost one fifth of the population, received only 6 per
cent of FDI inflows. The new employment opportunities created by foreign investment has spurred internal
migration, but housing and infrastructure have not kept pace with the changing economic geography of
the islands. In some cases, this pressure has resulted in the mushrooming of illegal settlements with poor
sanitary conditions, scarce water supply, fast spreading infectious diseases and a rise in unemployment
and crime (AfDB et al., 2015).

A more diversified economy, and a more varied tourism offering could lead to a more sustainable
development model... Cabo Verde’s strategic location, its natural beauty and diversity, coupled with
vibrant creative industries, deep-rooted democratic traditions and political stability open opportunities for
development across many sectors of the economy, such as in ICT, financial services or agrobusiness. The
country also benefits from its overall liberal trade policy, the presence of a large educated diaspora and the
quality of its telecommunications infrastructure. Its geographic configuration, while posing challenges, also
represents an asset for developing a broader and more diversified tourism offering, and better distributed
economic opportunities. The 10 islands of the archipelago, with their diversity, can become a favourite
destination for cultural, ecological, rural and adventure tourism, and FDI can be a driving force to develop
such activities. As will be discussed in chapter Il of this report, moving beyond the all-inclusive and ‘sun-
sea-sand’ model can also do much to broaden the local economic base and lead the country to the next
stage of economic and social development.

...but it requires overcoming the challenges associated with the country’s fragmented topography...
The absence of regular low-cost and safe internal maritime transport impedes inter-island integration and affects
not only the potential movement of tourists among the islands, but also the capacity of local goods and services
suppliers to reach the potential market in other islands. Three major ports in Praia (Santiago), Mindelo (Sao
Vicente) and Palmeira (Sal) handle the bulk of passenger and trade flows and ensure the distribution of goods to
other islands. The inter-island maritime traffic is costly and often disrupted. The delivery from local agricultural
producers to final consumers can take up to two to three weeks (Monteiro and Ferro, 2017). Encouragingly, the
Government is considering the concession of transport services and other infrastructure to private providers. It
is working on a strategy to develop capacities of the public-private partnership (PPP) unit and of the local
private sector to encourage its participation in the PPP process.
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...and adopting a more pro-active approach to FDI policy and promotion. Cabo Verde has for long adopted
a reactive, piecemeal approach to FDI policy and promotion, in which investors who approached the authorities
would be enticed with individual contracts and tailor-made conditions. This has started to change, with investment
promotion activities taking a more pro-active and targeted stance. This Investment Policy Review (IPR) supports
the adoption of a more coherent and proactive approach to FDI promotion, facilitation and regulation in which Cabo
Verde takes control of its investment path. Without losing sight of the factors that have determined FDI attraction to
date, the Government can more clearly articulate what type of investment and investors it wishes to attract, and more
pro-actively develop local productive capacity to benefit from the positive spill-overs that FDI can generate. To this
end, chapter | of this report provides policy recommendations on how to strengthen the regulatory and institutional
framework for investment to enhance FDI attraction as well as its benefits, thus fostering diversification beyond tourism
(e.g. in innovation-led activities) and within tourism. Chapter Il assesses the institutional and policy framework for
the promotion of tourism-related investments and identifies ways of steering them towards the achievement of more
sustainable development outcomes, including the SDGs, by supporting the development of local entrepreneurship
across various sectors of the economy. Annex 1 presents a matrix summarizing all the recommendations contained
in this report.
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n the mid-1990s, following decades of central planning, Cabo Verde

started a process of economic liberalization which created one of the

most open investment regimes in Africa. New legislation was adopted

with the goal of attracting investment and promoting the economic, social
and cultural welfare of the population. More recently, the authorities have
been working to improve and streamline business procedures and enhance
the efficiency of the public administration and the overall business climate is
supported by regulatory flexibility and efficiency. Despite these efforts, many
challenges continue to hamper private sector development, and reforms have
so far mainly addressed the needs of large firms (particularly in the tourism
industry). As a consequence, the regulatory balance between investment
promotion and protection of the public interest has often tilted towards the
former. The tax regime and the proliferation of incentives, including through
investment contracts for large investments (convengdes de estabelecimento),
have created de facto discrimination in favour of large foreign companies,
and resulted in tax and customs administration hurdles. At the same time,
procedures linked to licensing and permitting are still burdensome. Private
sector development is also hampered by the uneven development between
islands, difficulties in accessing land, real estate or finance, as well as the
absence of a robust competition regime and protection of intellectual property.
Finally, the institutional capacities in key policy areas such as environmental
protection and labour inspections are often limited.






A. FDI-SPECIFIC POLICY
FRAMEWORK

1.  Entry and establishment

Cabo Verde has adopted an open, though fragmented FDI entry regime. Investment is regulated by Law 13/
VIII/2012 of 11 July 2012 (hereafter referred to as the Investment Law), amended by Decree-Law 34/2013 of
24 September 2013." The Investment Law applies to both foreign and domestic investors, and it enshrines
the principle of freedom of investment. It states that the realization of investment in any sector of activity is free
regardless of the nationality of the investor. However, other sectoral legislations impose restrictions on some
activities related to fishing and maritime transport (see below). Other relevant legislation includes Decree-
Law 41/2016 of 26 July 2016, which defines the mandate of Cabo Verde Tradelnvest, and Law 26/VIII/2013
(amended by Law 102/VIIl/2016) on fiscal benefits and other legislation regulating investment incentives
(see section F). Finally, Law 49/VII/2009 of 30 December 2009, which defines the general regime of entry in
gconomic activities, also guarantees freedom of enterprise and equal treatment of foreigners. Given the current
fragmentation of investment-related provisions, future amendments of the Investment Law should incorporate
key aspects, which are currently contained in other regulations, such as the list of sectors closed to investment
(i.e a negative list) and the mandate of investment promotion institutions.

The investment regulations define foreign investment in an all-encompassing manner. The Investment
Law applies to portfolio and direct investment. The definition of investment includes “all economic activities carried
out with contributions from abroad which can have their monetary value estimated.” These comprise: investment
in freely convertible currency deposited in a financial institution established in the country; goods, services and
intellectual property (IP) rights imported in-kind; and the profits and dividends from an external investment, as
well as reinvested profits in the same or another activity (art. 4). The law is less clear about what constitutes FDI.
For instance, there is no definition of what threshold of foreign ownership is required for an investment to qualify
as FDI in terms of percentage of shareholding, location of headquarters or substantive business activities.

Only few activities are legally closed or restricted to foreign investors. For any fishing activity, licensing is
limited to national vessels, which are defined as those that are either: owned by the State; exclusive property of
national natural persons; property of national natural persons under co-ownership arrangements with foreigners
(regardless of the value of the participation in the acquisition of the vessel); or belonging to legal persons governed
by Cabo Verde law and headquartered in the country (Decree-Law 53/2005 of 8 August, art. 8 amended by
Decree-Law 47/2014). Licensing for inter-island shipping is also limited to national vessels, whose registration
must be previously authorized by the Maritime Port Authority (AMP). However, foreign investors can be authorized
to operate in Cabo Verde if no local company expresses an interest in the offer (Legislative Decree 14/2010
on a Maritime Code, art. 428 and Decree-Law 26/93). The Government has indicated its intention to remove
those foreign investment restrictions in a future reform. Finally, with regards to ports, the rights conferred by a
concession or the licences and the assets assigned to the concessions shall in no case be assigned, encumbered,
mortgaged or transmitted to a foreign State (Legislative Decree 1/2013 and art. 40.3 of the Law on Ports).
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Since the mid-1990s, privatization programmes have sought to attract FDI in services and infrastructure.
The number of State-owned enterprises (SOEs) had been reduced to 25 at the time of this review.'> Among
key sectors that have recently been fully or partially privatized are the State monopolies in public utilities and
fixed-line telecommunications (Cabo Verde Telecom). Also, government stakes in major banks and tourism
sector firms have been sold to private investors.™ In 2017, in light of the recommendations resulting from the
studies and analyses carried out by the State Business Sector Monitoring Unit (UASE) of the Ministry of Finance,
the Government approved a new privatization plan, which includes a list of SOEs subject to restructuring,
privatization or concession in the next three years. This list comprises major transport and logistics companies,
including those managing ports and airports, as well as SOEs in finance and real estate sectors (see Resolution
87/2017 of 3 August 2017). Some activities, in sectors where there are public concerns, can only be offered as
a concession for a temporary period, according to Law 49/VII/2009 of 30 December 2009."

Although there are no legal restrictions on access to land, agricultural State lands are typically allocated
through lease. There are no restrictions on foreign persons owning land in Cabo Verde. However, when the land
required for an investment is publicly-owned (State or municipal land), the authorities usually propose a long-
term lease (25 to 50 years), rather than an outright sale of the plot. The reason for this being concerns over large
agriculture investments that could have a crowding out effect on domestic firms. In addition, foreign land owners
are requested to relinquish rights to international litigation on land issues should any conflict arise (see section E).

There are no approval nor screening mechanisms in place, except for the mandatory registration of
foreign exchange operations in the central bank. According to the Investment Law, foreign investment does
not require prior authorization from the Government, provided the activity is permitted by the law (art. 11). Foreign
investment need only be registered with the Bank of Cabo Verde. An amendment requiring that registration be
done electronically was passed in 2013 to reduce business costs (Decree-Law 34/2013).

2. Treatment and protection

Equality of treatment and non-discrimination are granted to all investors, but the use of incentives
and contracts can create advantages for large investors. According to the Investment Law, all investors,
regardless of their nationality, have the same rights and are subject to the same duties and obligations.™
The law authorizes the use of both general and specific incentives, which could be conditional or automatic,
contractual, contingent or temporary, in the form of exemptions, tax cuts, deductions from taxable income,
accelerated depreciation and amortization, or investment tax credit. Incentives cannot be revoked or diminished
before their termination date unless the beneficiary investor fails to comply with their obligations. However,
certain investment projects, given their nature or size, can access special treatment and support from the State
through the signing of an investment contract (convengéo de estabelecimento) (art. 5.2).

In recent years, the bulk of FDI benefited from contract-specific guarantees, creating a complex incentives
regime. According to statistics from Cabo Verde Tradelnvest, between 2000 and 2016 the Government signed 45
contracts with foreign investors,published in the Official Gazette, which amounted to about €10 billion. This suggests
that a handful of investors, responsible for the lion’s share of foreign investments in terms of value, have benefited
from substantial facilitation and incentive packages beyond what is usually available to other investors, both foreign
and domestic. These benefits, which are contract-specific, are decided by a Commission of the Ministry of Finance
and submitted to the Council of Ministers for approval. They can take the form of additional tax holidays, customs
exceptions, fast-track procedures for permitting and access to skills, among others. A multi-layered regime has
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therefore emerged, which is complex to administer, limits policy space and the ability to undertake reforms (e.g. on
tax matters). Moreover, theimpact of these incentives is not subject to full cost-benefit analysis (see section F).

The transformation of export processing zones (EPZs) into special economic zones (SEZs) provoked
some uncertainty among investors. One outcome of the country’s accession to the WTO in 2008 was the
issuing of the Code of Tax Benefits (2013) that eliminated the legal framework for EPZs (i.e. zonas/empresas
francas) and replaced it with one for SEZs (i.e. Centro Internacional de Negocios — CIN). Since by-laws were
not issued until 2017 to make the CINs operational, a legal vacuum was created. It generated some uncertainty
for companies established under the previous regime in the island of S8o Vicente (e.g. regarding their tax and
customs benefits) and may have delayed re-investments. However, in February 2017, the Ministry of Finance
and the Ministry of Economy and Employment created a transitional legal regime, which will be in force until the
CIN by-laws are adopted (see section F).

Foreign investors have the right to convert the proceeds of their investment into any other freely convertible
currency and transfer abroad all income resulting from their business activities. Cabo Verde accepted the
obligations of Article VIII, sections 2, 3 and 4, of the International Monetary Fund (IMF) Articles of Agreement, effective
July 1, 2004. The country maintains a foreign exchange regime that is free of restrictions on payments and transfers
for current international transactions.16 Both residents and non-residents may hold foreign exchange accounts.
Provided the funds have been duly registered with the Bank of Cabo Verde and that foreign investors have complied
with all legal obligations, they have the right to freely convert and transfer abroad the proceeds from their investment.
Transfers are authorized by the central bank within 30 days from the date of the request. After this period, the Bank
will be liable to pay interest, at the 30-day LIBOR rate, on the amount to transfer deposited in financial institutions
that are in the country legally, with past due interest being transferable at the same time as the capital. Whenever
the amount to be transferred is likely to cause serious disturbances in the balance of payments, the Governor of the
Bank of Cabo Verde may exceptionally authorize capital outflows rationing over a period not exceeding two years.

The Investment Law protects against direct and indirect expropriation. Private property is protected
against requisition and nationalization, except for public interest reasons, in accordance with the Law, obeying
the non-discrimination principle, and subject to prompt, full and fair compensation (Investment Law, art. 6.1).
Compensation is mandated at the value of property on the day a decision to expropriate is taken. Guarantees
against indirect expropriation are also mentioned, but the law does not explicitly define what type of actions
constitutes indirect expropriation. The Investment Law also mandates that in the event of an investment project
being the subject of a nationalization or expropriation process, there is the right to seek constitutional guarantees
or other forms of dispute resolution provided by any agreement between the investor and the Government (art.
6.2). Still, at the time of this review, there have been no reported cases of unlawful expropriations, and the
Government had not shown a pattern of discriminatory behaviour specifically targeting foreign investors.

Commercial arbitration is available, although its use is limited. The main national arbitration statute in
Cabo Verde is the Arbitration Law 76/VI/2005 of 16 August 2005, which applies to parties seeking extra-judicial
dispute resolution. According to the law, arbitration should be carried out in Cabo Verde and in Portuguese,
unless the parties agree to another location and language. The decision of the single referee or the arbitration
committee is final, and there is no appeal. Cabo Verde also has a centre for mediation and hosts the International
Chamber of Mediation and Arbitration (CAIMA) of the Community of the Portuguese Speaking Countries (CPLP),
an international entity that provides conflict resolution among the nine members of the organization. Foreign
arbitral awards are recognized as having binding force, irrespective of the State in which they were rendered
and upon written request to the competent court to obtain the exequatur, except under circumstances listed in
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the law. These include situations where the arbitral award is contrary to public order or if there is no reciprocity
of recognition and enforcement of awards rendered in Cabo Verde (art. 45). Cabo Verde is not a signatory to
the Convention on the Recognition and Enforcement of Foreign Arbitral Awards (1958 New York Convention).

Investor-State dispute settlement (ISDS) is available at both the national and international level. Article
17 of the Investment Law regulates dispute resolution between the State and investors when these cannot
be resolved amicably. Disputes can be submitted to the domestic judicial authorities, but they can also be
solved through arbitration (domestic or international).’ Arbitration must be in accordance with Cabo Verdean
laws, unless other procedures are established in international investment agreements (IIAs) to which Cabo
Verde is a party.'® Furthermore, investment contracts may also contain additional provisions on ISDS. Although
international arbitration does not preclude recourse to national courts if both parties agree, the legislation does
not establish a clear priority to exhaust proceedings in national courts.

Access to international arbitration is limited with regards to land-related disputes. Public and private entities
as well as individuals can hold land, independently of their nationality (see section E). However, entities that do not
possess Cape Verdean nationality must expressly state that they submit to Cape Verdean laws, authorities and
courts, and that they renounce access to any foreign court in any potential litigation (see section A). The latter
provision is inapplicable in the presence of an international convention to the contrary provided that it is duly signed
and regularly ratified by the State of Cabo Verde (Legislative Decree 2/2007, known as the Land Law, art. 36).

3. International investment agreements

CaboVerde’s lIA network includes bilateral investment treaties (BITs) and treaties with investment provisions
(TIPs). As of March 2018, Cabo Verde had concluded 10 BITs, of which seven are in force. The country has also
concluded seven TIPs, out of which five are in force (box 1.1)."° The development of Cabo Verde’s BIT network follows
the global trend, which saw the negotiation of lIAs substantially increase in the 1990s. One BIT, concluded with
Austria, was terminated in 2013.2° The majority of Cabo Verde’s BITs have been signed with developed economies,
mainly in Europe (six BITs), and the rest with developing economies (four BITS).

The BITs signed by Cabo Verde have a broad asset-based definition of investment, which covers “any” or
“every” kind of asset. The only exceptions are BITs with Cuba and China, which require investments to be made
“in accordance with the laws and regulations of the host State” and the BIT with Portugal, which sets out a closed
(exhaustive) list of assets covered. Furthermore, less than half of the treaties under review contain some form of
limitation for foreign corporations qualifying as investors. Two BITs under review — Cabo Verde-Switzerland and
Cabo Verde-Angola — require that corporate investors be established under the laws of their home State and have
“real economic activities” or “effective economic activities” in, or a “real and continuous link” with that State. With
regards to clarifying the definition of investors that are granted protection, only the BIT with Cuba expands the
definition of “natural person” to persons that have a permanent residence in the signatory country.?’

Nearly all BITs provide for national treatment (NT) or most-favoured nation (MFN) treatment. Only the
Cabo Verde-China BIT omits a NT and MFN obligation, and none of the reviewed BITs explicitly excludes ISDS
from the scope of application of its MFN clause. In all BITs that include NT and MFN clauses, these are
granted for the post-establishment phase of an investment. Still, aimost all BITs include carveouts from the MFN
obligation. These are linked to norms regulating regional economic integration or taxation agreements (except
for Cabo Verde-Angola and Cabo Verde-Switzerland, which do not exclude taxation treaties as carveouts).
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Box 1.1.
Bilateral investment treaties and other international treaties with investment
provisions

Since its independence, Cabo Verde concluded bilateral investment treaties with the following countries: Angola (1997),
Austria (1991, terminated), China (1998), Cuba (1997), Germany (1990), Italy (1997, not in force), Mauritius (2017),
Netherlands (1991), Portugal (1990) and Switzerland (1991).

In addition, seven multilateral treaties contain investment provisions. These are:

Economic Community of West African States (ECOWAS) Treaty (1975, revised in 1993). It calls for the
harmonisation of national investment codes for the adoption of a single investment code for the Community.

ECOWAS Protocol on Movement of Persons and Establishment (1979). It provides for the freedom of
residence and establishment of persons within the Community.

Treaty Establishing the African Economic Community (1991). It includes provisions on the free movement
of capital within the Community through the elimination of restrictions on the transfer of capital funds between
member States.

Africa, the Caribbean and the Pacific (ACP)-European Union Partnership Agreement (Cotonou Agreement,
2000). It does not include substantive investment protection provisions. However, it contains provisions on
investment and private sector development to support economic reforms and policies at national and/or
regional level aimed at creating a favourable environment for investment.

ECOWAS Energy Protocol (2003). It establishes a legal framework for promoting long-term cooperation in the
energy field. Chapter Il of the Energy Protocol is devoted to investment promotion and protection, and includes
substantive provisions (e.g. fair and equitable treatment (FET), NT, MFN, expropriation, transfer of funds and
ISDS provisions).

ECOWAS Supplementary Act on Investments (2008). It includes substantive investment provisions (e.g. FET,
NT, MFN, expropriation, transfer of funds and ISDS provisions). The Supplementary Act also stipulates that the
Community and its member States shall create regional and national structures for the implementation of the
ECOWAS Investment Rules.

ECOWAS - United States Trade and Investment Framework Agreement (TIFA, 2014). It establishes a
United States-ECOWAS Council on Trade and Investment with the objectives of expanding trade and investment.
It seeks to do so by providing for the protection of intellectual property rights, the environment and workers’
rights. It also aims at working towards the removal of impediments to trade and investment flows, seeking the
advice of the private sector and civil society, and at considering specific trade or investment matters between
the Parties.

Source: UNCTAD IIA Database.

Overall, the IIA network provides general and broad commitments to protect foreign investors/
investments. All of the BITs under review grant foreign investors the right to freely transfer any investment-
related funds into and out of the host country, and none of the reviewed BITs include an exception to this clause.
All the BITs concluded by Cabo Verde include a fair and equitable treatment (FET) provision and none of the
BITs reviewed qualify the FET standard by reference to international law or contain an indicative list of what
constitutes a violation of the FET standard.?* Furthermore, whereas all BITs concluded by Cabo Verde include a
clause on direct and indirect expropriation, none of them defines indirect expropriation. Finally, none of the eight

BITs reviewed carve out general regulatory measures or licences in conformity with the WTO.
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Half of the BITs reviewed include a so-called umbrella clause, which can potentially increase coverage
of treaty guarantees. Umbrella clauses in BITs set out the host State’s commitment to “observe any obligation
it may have entered into with regards to investments of investors of the other Contracting Party”. In the case
of Cabo Verde, the following treaties contain such clauses: Cabo Verde-Germany, Cabo Verde-Netherlands and
Cabo Verde-Switzerland.

All BITs provide for investors’ access to ISDS covering any dispute relating to an investment. Cabo
Verde BITs generally allow for the settlement of disputes under the United Nations Commission on International
Trade Law (UNCITRAL) rules or under the ICSID rules. The only exception is the Cabo Verde-China BIT, which
states that the tribunal shall determine its own procedure and refers to the ICSID as guidance. This BIT also
limits access to international arbitration to disputes involving the amount of compensation for expropriation that
could not be settled within six months after resort to amicable settlement. In addition, access to international
arbitration is not allowed if the investor had already brought the dispute before the domestic courts of the host
State.

None of the reviewed BITs include a general or essential security exception, and most do not include
pro-active investment promotion or facilitation provisions. Clauses containing exceptions allow the
contracting parties to adopt, maintain or enforce any non-discriminatory measures designed for the protection
of human, animal or plant life, health, environment, public order, national security or culture. Regarding
investment facilitation and promotion, only the Cabo Verde-Cuba BIT includes a provision relating to investment
facilitation, stating that each contracting party shall create conditions favourable to the granting of visas and
permits necessary so that the investor of the other contracting party can carry out the activities related to the
investment. None of the BITs have a specific provision on investment promotion.

By August 2017, Cabo Verde had been a respondent in only one known treaty-based ISDS case.
PT Ventures (Portugal) v. Cabo Verde ICSID Case ARB/15/12 was filed in 2015. The claimant is a minority
shareholding in Cabo Verde Telecom S.A., a telecommunications services provider which has 440,000 mobile
and 64,000 landline clients in the country. The claim arose out of the alleged unilateral termination of the
partnership agreement in December 2014 signed between the claimant and the Government of Cabo Verde in
1996. The case is pending.

Cabo Verde has been working to consolidate an open regime for FDI, in line with a process of economic
liberalization which started at independence and is still ongoing. Although the regime that resulted is
attractive to investors, it has some drawbacks. Some key concepts (i.e. “investment”, “investor”, “in direct
expropriation”) and procedures (i.e. arbitration) are broadly defined and could create excessive liabilities for
the State. The approval of the Investment Law in 2012 was an important landmark towards the creation of a
simplified general regime that applies to all investors regardless of size and nationality. However, the bulk of
foreign investment is still governed by contracts which set out very specific provisions and guarantees. While
investment contracts can be perceived, by the State and the investor, as advantageous since they can allow
for tailor-made solutions and provide an opportunity to commit investors to specific development contributions
(e.g. building infrastructure, providing training, transferring knowledge), they need to be used with caution.
A proliferation of investment contracts can be counter-productive in the long run because it can encourage
discrimination among investors, hamper transparency and create an overly complex legal regime, which is
administratively cumbersome.
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Finally, the review of Cabo Verde’s lIAs shows that the country’s treaty network consists largely of first generation
lIAs, which do not feature the reform-oriented elements reflected in UNCTAD’s recent work on this subject.
Looking forward, Cabo Verde could modernize its existing treaty network, with a view to bringing it in line with
today’s sustainable development agenda and reducing exposure to ISDS claims. A reform of the existing network
could be guided by UNCTAD’s tools, included in the World Investment Report and in the Reform Package for
the International Investment Regime (UNCTAD, 2018 and 2017a). These tools were designed in phases for the
negotiation of new treaties, the modernization of existing ones and for fostering consistency between national
and international investment-related provisions.

Therefore, in order to improve the FDI-specific policy framework, it is recommended that the Government:

I.LA.1. Ensures that future amendments to the Law on Investment consolidate all key provisions of the national
investment regime in one piece of legislation, including the mandates of investment promotion institutions and
the list of sectors that are closed to investment (i.e. a negative list approach).

I.A.2. Harmonizes investment-related definitions across all laws and regulations governing FDI. Attention should
be paid to providing clear definitions of “foreign investment”, “foreign investor” and “indirect expropriation” in
line with international good practice.

I.A.3. Considers amending the legislation to prioritize domestic solutions to investor-State disputes.

I.A.4. Considers phasing out the use of investment contracts and granting tax- and non-tax incentives based on
pre-defined criteria that are performance-based, time-limited and subject to cost-benefit review.

I.A.5. Focuses lIA treaty-making on the following key areas of reform, in line with its broader national development
strategy:

— Refining and clarifying key provisions (e.g. definition of investment, indirect expropriation, FET).

— Safeguarding the right to regulate for public policy objectives, while maintaining effective investment
protection (this includes phrasing key treaty clauses in a predictable and focused way, and including general
exceptions and carveouts).?

— Improving investment dispute settlement mechanisms. Options include qualifying the ISDS mechanism
through, for instance, defining the range of disputes that can be subject to ISDS, and circumscribing the
spectrum of ISDS, (e.g. excluding financial services and prudential measures).

— Strengthening the investment promotion and facilitation dimension of its lIAs. The Government may wish to
consider, for example, including provisions encouraging investment flows and raising investors’ awareness
of investment opportunities as described in the action lines of the Global Action Menu for Investment
Facilitation (UNCTAD, 2016a).

— Promoting responsible investment. Options include, maintaining or raising standards, clauses and provisions
on investor responsibilities, such as those on compliance with domestic laws and on corporate social
responsibility.

I.LA.6. Considers developing a model treaty that embodies the above-mentioned refinements and clarifications
in line with modern practice. Such a new model treaty could be used as the basis for Cabo Verde’s response
to requests for negotiating new IIAs. UNCTAD stands ready to provide technical assistance to develop a model
treaty and implement each of the reform options referred to above.
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5. COMPANY ESTABLISHMENT

The Commercial Code defines five types of companies allowed to operate in Cabo Verde, including the
standard joint stock and limited liability companies. The different types of firms that can be in incorporated
vary with regards to size, management and reporting requirements. They include commercial partnerships
(sociedade em nome colectivo), limited liability companies (LLC) (sociedade por quotas), joint-stock companies
(JSC) (sociedade andnima), the limited partnerships or limited partnerships with shares (sociedade em
comanaita simples or sociedade em comandita por ac¢oes) and the cooperative (sociedade cooperativa) (Code
of Commercial Enterprises, Legislative Decree 3/99, of 29 March 1999, art. 3). Of these, LLC and JSC are the
most common ones in the country. Since 2013, there is no minimum capital requirement for either type of firm.

Registering a company has become straightforward. In 2008, the concept of Business-in-One-Day was
introduced, which aimed to expedite company establishment in selected locations (Decree-Law 9/2008 of
13 March). Accordingly, JSCs and LLCs can be established in person at any office of the Commercial Registry
Department within Casa do Cidadao (Citizen’s House). The process can also be started online.?* In 2014,
additional measures were approved to simplify the procedures for the amendment of commercial companies
and introduce a single fee regime for their creation, alteration or closure (Decree-Laws 11/2014 and 12/2014).
Only one business establishment procedure can be relatively burdensome for firms — obtaining a municipal
licence, which includes an inspection, takes eight days to process and costs CVE 30,000. Since 2009, however,
this can be carried out after the enterprise starts its operations, in line with good international practice. At
present, the Government is also looking at simplifying the work of notaries by creating a database of pre-
approved company names that could be used by new firms. Following the reforms, setting up a business in
Cabo Verde is easier and cheaper than in several comparators (table 1.1).

Looking forward, the Government will introduce eGovernment and other reforms to further facilitate business
procedures. Cabo Verde has one of the most advanced eGovernment agendas in Africa. For instance, the law on
Business-in-One-Day foresees full online company registration. The legislation has been approved and the process is
underway, including the development of a software application as well as the definition of procedures, which should
be implemented in 2018 by the Nucleo Operacional da Sociedade de Informagcéo (NOSI), an SOE in charge of rolling
out digital technologies in the public administration.?® This initiative is part of a broader public administration reform
that aims to improve relations between Government, citizens and businesses through higher quality services. The
reform includes guidelines for public servants to reduce waiting times and travel; reduce the number of interactions
related to the same process; provide services on time; give more and better access to information; and eliminate the

Table 1.1,

Company establishment in Cabo Verde and selected comparators

Indicator Cabo Verde Sub-Saharan Africa OECD high income Overall best
performer

Procedure (number) 8 7.6 4.9 1 (New Zealand)

Time (days) 1 24.0 8.5 0.5 (New Zealand)

Cost (per cent of 15.4 49.9 31 0 (United Kingdom)

income per capita)
Source: World Bank, 2017.
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need for certificates for services between State entities (Resolution 41/2011 on the implementation of the Law 39/
VI/2004 on Modernization of Public Administration). Government plans also involve several measures to make public
services more efficient, including the upgrading of tax administration at the national and municipal level, promoting
meritocratic recruitment as well as innovation and quality certification in public administration.?

Smaller firms, however, could benefit more from recent business facilitation reforms. Although the
Business-in-One-Day system is available to all LLCs, the bulk of private firms are MSMEs, often micro firms with
only one owner and very limited economic resources. Since 2015, a simplified registration system is available
for firms wishing to be included in the special legal regime for micro and small enterprises (see section F).
However, these firms need to register through a paper-based system. Eligible firms include companies without
organized accountancy, for which a discount in fees is also available (i.e. firms are only required to pay for
the company name fees and the obligation to publish in the official gazette is waived). In some municipalities,
interviewed stakeholders suggested that registration for firms applying for the simplified system can take up to
two weeks. Nevertheless, statistics show that the simplified system has been gaining popularity among small
entrepreneurs since it was introduced (table 1.2).

Licensing requirements are costly, especially in less developed islands. Whereas the simplification undertaken
during recent years has focused on start-up procedures stricto sensu (i.e. the creation of a legal entity), other
interactions with government agencies can still be burdensome. These include obtaining permits to set up facilities,
and securing sectoral licences and permits. According to interviewed stakeholders, the biggest challenge is to
obtain municipal licences, which are obligatory for all businesses. The unequal level of economic development
between islands has impacted State resources at the municipal level, and in some municipalities meeting licensing
requirements can be substantially more burdensome, especially in terms of waiting time. In the past, CV Investimentos,
the precursor to Cabo Verde Tradelnvest, used to host UNCTAD's eRegulations platform, which provided useful
information on how to set up businesses, and included some guidance on the permitting required for some activities,
such as trade and commercial activities. However, the mapping was not extended to other important activities, such
as tourism, shipping, fishing, construction, industry, and the portal is no longer active.

Table 1.2.

Number of companies registered under the two business registration regimes

Year Business-in-One-Day Simplified tax system (REMPE)
2008 462
e R+
e e
e R R
e R
R R
" e
e R R s
e e s
e e E s
BN -+ s

Source: Citizen house.
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Access to electricity remains costly and time-consuming. In Praia, the procedure for accessing electricity
involves several onerous steps: submitting an application to the national electricity company (Empresa de
Electricidade e Agua — Electra); waiting for an estimate of the installation costs; receiving a site inspection; hiring
a contractor to prepare a connection (and have it approved); having the contractor build a transformer post;
obtaining an excavation permit from the municipality; receiving an internal wiring inspection by Electra; signing
a contract with Electra; receiving an inspection of the transformer post and obtaining the final connection. The
total number of procedures requires 88 days and costs over 1000 per cent of income per capita. This places
Cabo Verde 145 in a global ranking (World Bank, 2017). It is likely that the procedures required in other islands
are no less onerous. Interviews with private stakeholders also revealed that the process for changing property
ownership of business facilities can lead to service disruptions. According to government plans, Citizen House is
about to develop a partnership with Electra to facilitate payment of invoices. The plan however does not include
the first installation nor the debt re-negotiations of individual users.

The Government has given much attention to improving business registration procedures and introducing
innovative eGovernment solutions. The impressive results are acknowledged by the private sector and by
development partners. Future efforts should focus on expanding this success to under-served sectors of the
country as well as improving other aspects of business operations, such as licensing, permitting and access to
electricity. UNCTAD recommends that the Government:

I.B.1. Moves forward with current business facilitation reforms, by:

— Completing the Business-in-One-Day initiative to ensure all phases of business establishment can be
completed electronically, including company registration.

— Reducing registration time for firms wishing to be incorporated in the simplified regime (REMPE).

I.B.2. Undertakes a mapping of all business licensing and permitting for all economic activities that take place
in all islands as a first step to rationalize procedures.

I.B.3. Carries out a streamlining exercise in coordination with the municipalities to reduce the inefficiencies in
post-establishment procedures, including licensing, inspections and access to electricity.

UNCTAD’s Business Facilitation Programme could assist the Government by reactivating the eRegulations
programme and expanding it to include information on licensing and permitting regulations. It could also provide
assistance to the ongoing eGovernment efforts through the introduction of the eRegistrations portal to facilitate
business processes and trade.
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C. ENVIRONMENT

Protecting the environment is fundamental to the success of Cabo Verde’s development strategy,
which is based on tourism. The existing regulatory framework for environmental protection was developed at
a time when the balance between promoting investment and protecting the environment was skewed towards
the former. Unplanned growth in some of the islands has created rising social and environmental costs that
are felt across the whole country and calls for a policy re-assessment. A key challenge for the Government is
building capacities to better monitor economic activity and its direct and indirect impact on the population and
the country’s natural resources.

The environmental protection legislation is 30 years old and was not implemented for many
years. In 1987, the first law on environmental impact assessment (EIA) was approved, and the Ministry
of Agriculture and Environment started its efforts to address the environmental impact of economic
activity. The law, which was largely modelled on the Portuguese environmental law, became enforceable
only in 2002. At this time, a National Directorate for the Environment (DNA) was established, specific
regulations were adopted, and a model EIA was developed. The law has not been revised since 1987,
and the secondary legislation was only recently passed to provide guidance for the undertaking of EIAs
(Decree-Law 29/2006 of 3 March 2016) and to regulate the administration of fees for their undertaking
(Decree-Law 5/2014 of 29 January 2016).

ElAs are mandatory for most projects that will have a potential impact on the environment. The DNA
has a remit on the granting of environmental licences and the undertaking and evaluation of EIAs. Decree-
Law 29/2006 requires the undertaking of EIAs for all projects in environmentally sensitive areas as well as
for a broad list of economic activities.?” Statistics by the DNA show that over two thirds of all EIAs have been
undertaken in the islands of Santiago, Sal, Boa Vista and Maio. Most often, they have been requested for tourism
projects or for quarrying activities linked to the production of construction materials. In addition to EIAs, licences
are required for the undertaking of quarrying (Decree-Law 3/2015).

ElAs require the undertaking of environmental impact studies (EIS), conducted by private firms and
evaluated by an ad hoc government Commission. The Commission includes representatives of the DNA,
the municipalities and the Chamber of tourism. Depending on the project, representatives of the Maritime
Port Authority or the National Civil Protection Service can also be included in the evaluation process.?® The
Commission reviews and evaluates the EIS findings and presents a decision (i.e. favourable, conditional or
unfavourable), after which the project is sent to the Minister for approval. Exemptions from these procedures
are allowed upon submission of a prior request to the Ministry of Agriculture and Environment. However, the
conditions for exception are not specified in the legislation (Decree-Law 29/2006, art. 5).°

The regulatory framework for ElAs is not risk-based, and there are no mechanisms to certify the
quality of the studies. At present, all projects undergo the same EIA, and there is no differentiation by the
type of risk involved in each project, which results in very low (or very high) requirements, depending on the
nature of the project. Thus, a tourist resort and a waste treatment facility may undergo the same type of
assessment. In addition, no detailed manual defining the guidelines for the preparation of the environmental
studies is available, which results in high level of discretion both in the preparation and evaluation of EIAs.
Finally, the Government does not require a specific social impact assessment to analyse, monitor and manage
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the intended and unintended social consequences, both positive and negative, of planned projects as part of
the EIAs. These weaknesses have reportedly been a contributing factor to negative social and environmental
outcomes, including beach erosion on the island of Sal caused by the construction of some beach resorts, or
the mushrooming of illegal settlements around tourist areas. Finally, there is no system in place to certify EIA
consultants, which creates accountability and transparency challenges, though the authorities are currently
working with the association of professional engineers to address the issue.

Government capacity to evaluate ElAs is limited and there is a backlog of projects. The capacity of the
DNA to assess the EIAs is limited, mainly due to human resource shortages. At present, there is a backlog of
projects with a waiting time of more than110 working days. For projects in the tourism sector, the Government
has been pressed by developers to provide rapid answers, even though the time needed for proper assessments
is dependent on the size and location of the project. Some of the investment contracts signed with large
investors, however, set very tight deadlines for the assessment and approval of EIAs, including for projects with
potentially significant environmental impact.

In addition, integrated tourism development zones (ZDTIs) can overlap with environmentally
protected areas. Given that the ZDTls do not have a specific land use plan, their management creates a
challenge for environmental protection. On the island of Boa Vista, a Decree permitted tourist developments
in areas that were part of a natural reserve, which led to a number of environmental problems (see chapter
Il 'and Decree-Law 44/2006 amending Decree-Law 3/2003 on the legal regime for protected areas).
This experience should help create awareness of the need for a more holistic approach to environmental
management.

The involvement of civil society and the public in efforts to protect the environment has been
limited. Overall, the system in place has privileged the promotion of investments over the protection of
the environment, to the extent that some requirements on EIAs by foreign development banks were stricter
than the official local ones. Despite the fact that studies are prepared for municipalities and ministries, civil
society does not participate (e.g. through public consultations), even if this is mandated by the law. In some
cases, such as the building of a dam, EIAs have been conducted with a narrow technical approach without,
for example, incorporating the geological, geographic or hydrological impacts of construction, which could
have been contested by other stakeholders if they had been aware of them.

The DNA also has a remit for inspections, but these are rarely undertaken after project approval.
The Ministry has very limited resources, and there is insufficient data available on the impact of monitoring
and inspections, by activity and sector. In the past, random inspections were made but these have been
suspended due to downsizing in the public administration. The Ministry counts a limited number of inspectors
(five technicians and one director), who have a mandate to monitor all 10 islands. Under these conditions,
the authorities are only able to do inspections at the time of approval, but resources are insufficient to
undertake follow-up evaluations. Even in cases when remarks or recommendations were made at the time
of the first visit, there is no follow-up action to verify these have been addressed by businesses.

During the last 10 years, the rapid development of the tourism sector has put increasing pressures
on the environment. These pressures have been felt most in locations directly experiencing tourism growth
(e.g. the islands of Boa Vista, Sal and Maio) but also for other locations that may have experienced negative
externalities, such as greater water and energy consumption, poor waste management, air and sea pollution,
and a loss of plant and animal species. Thus, the implications of this rapid development extend beyond the work
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of business licensing and involve regulations in many other areas, such as land use planning, tourism, public
utilities, conservation of natural and animal resources, and waste management, amongst others. Chapter Il of
this report will look at these challenges in more detail.

The approval of Decree-Law 29/2006 was a watershed that helped to improve Cabo Verde’s environmental
licensing, as before that time hardly any proper EIA had been undertaken. However, the system in place remains
inadequate to address the environmental and social concerns linked, in particular, to tourism-related growth.
In light of the regulatory and institutional gaps mentioned above, the Government has commissioned an expert
review of the whole environmental licensing regime, with the aim of improving it. This review will be crucial
to ensure a sustainable future for all the islands of the country. In this context, it is recommended that the
Government:

I.C.1. Moves forward with amending the legislative framework for environmental permitting. The Government
should consider setting up risk-based criteria for the granting of environmental licences, and also for determining
in which cases EIAs are mandatory. The level of requirements should take into account the risks posed, and
any exemption granted should be rule-based. These changes will also help reduce waiting times and increase
predictability for investors regarding EIA implementation.

I.C.2. Integrates a social impact assessment in the overall environmental impact assessment process for
projects likely to produce unintended social consequences, which foresees an adequate response to any
significant social change associated with the project (e.g. by addressing project-related housing needs). This
could be informed by the experience of countries such as Chile, the Philippines or South Africa (Morgan, 2012;
UNEP, 2003).

1.C.3. Improves compliance with environmental legislation, including by:

— Re-introducing ex-post inspections after licences are granted,
— Moving forward with the creation of mandatory certification of EIA consultants.
— Increasing human and financial resources devoted to environmental licensing and inspections.

I.C.4. Creates greater awareness of Cabo Verde's sustainable development among firms and civil society,
by encouraging corporate social responsibility (CSR) and the participation of civil society and the public in
discussions about environmentally sensitive projects.
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D, LABOUR AND SKILLS
DEVELOPMENT

1. General labour regulations

The Labour Code sets out the principles balancing employee protection with labour market needs.
Labour relations in Cabo Verde are regulated by the Labour Code (Legislative Decree 5/2007), which, since 2007,
has been amended twice (Legislative Decrees 5/2010 and 1/2016). The Code provides the legal framework for
all contractual work relations for private, cooperative and mixed companies. As stated in its preamble, the Code
is inspired by “constitutional values and principles about the dignity of the human person, equality of opportunity
and justice, as well as by the need to meet the requirements of a more demanding international economy,
including investors, who expect that work-related legislation does not unduly cripple productivity”.

The country has ratified the International Labour Organization’s (ILO) eight fundamental conventions, as
well as six others, but compliance has lagged in some areas. Recent reports on the monitoring of the application
of ILO conventions on freedom of association, forced labour, discrimination and child labour have suggested that the
Government amends some technical aspects of the Labour Code to ensure adequate compliance with obligations,
particularly with regards to the regulation of strikes. To address these issues, the ILO recommended that recourse to
civil requisitioning be limited to the provision of essential services, or in the event of an acute national or local crisis.
For strike action, it suggested amending legislation to ensure that, when a vote on a strike is held, only the votes cast
by workers in attendance are counted (currently, the Code requests the majority of all employees).®

The employment contract is not subject to any formality and allows for various types of work. The Code
provides for the following special types of employment contracts: permanent, fixed-term and probationary. The
maximum length of a single fixed-term contract is five years, including renewals. Fixed-term contracts can only
be signed under certain conditions. The normal period of work may not exceed eight hours a day and 44 hours a
week (art. 149 of the Code). Premiums exist for night work (25 per cent), overtime work (35 per cent) and work
on holidays (100 per cent). Employees are entitled to paid annual leave of 22 days, with a maximum accumulation
of 44 days within a period of two years.

Dismissal due to redundancy is allowed, and procedures are properly specified in the legislation. The
Labour Code defines collective redundancies as when two or more workers are affected. Employers must
communicate their intention to proceed with collective redundancies to the Directorate General of Labour and to
the trade unions that represent workers with a notice period of at least 60 days (art. 221). In case of redundancy,
employers must try to place their employees in another post compatible and necessary to the company. They
shall provide employees with vocational training necessary for the exercise of new duties and grant them a
sufficient period of adaptation in the workplace (art. 236). Whereas older workers have priority rights with
regards to redundancies, there are no priority rules for reemployment.

Recent reforms reduced some of the costs linked to dismissal, paid leave and overtime. The most
recent amendments to the Labour Code entered into force in October 2016 (Legislative Decree 1/2016). The
period for employers to initiate disciplinary proceedings increased from 30 to 35 days. On dismissal for just
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cause, the entitlement to compensation of employees was reduced from one month per year of remuneration
to no less than 20 days. In the case of dismissal without just cause, indemnity has been reduced from two
months of salary per year of service to 40 days of basic remuneration. Finally, overtime work, which used to be
remunerated at a premium of 50 per cent of the normal salary, is now remunerated with a 35 per cent increase.
The reform also contained some measures to increase the eligible consecutive absences for the employee at
the time of marriage, death of a spouse, cohabitant, or relatives.

Since 1993, a tripartite Social Council meets twice a year to review working conditions, including
minimum wage levels. The minimum wage for employees in the private sector is regulated by Decree Law
6/2014. Based on the outcomes of consultations with the Social Council, the Government decided to raise
the national minimum wage from CVE 11,000 to GVE 13,000 in 2018, with the goal of further increasing it to
CVE 15,000 by 2021. Given the specificities of the labour market, the possibility of having minimum wages by
activity (e.g. commerce, tourism and domestic work) has been discussed with social partners, but the lack of
employers’ associations in some sectors has prevented progress in this area.

The Labour Code recognizes freedom of unionization as well as the rights of unions and professional associations,
but the level of collective bargaining is low. Trade unions and professional associations are authorized to protect the
rights and interests of workers by participating in social dialogue bodies, within the definition of social security policy
and in the elaboration of labour-related legislation. However, the number of existing collective agreements is low and, in
2011, the Government set up a plan of action to increase them. It also set up a National Committee for the Promotion of
Collective Bargaining. Agreements were achieved only for some activities (e.g. air traffic control, telecommunications and
private security) and at the enterprise level (e.g. CV Telecom, Transportes Aéreos Portugueses — TAP, Electra). With the
help of the ILO, negotiations for a collective agreement in the hotel sector was initiated, and a draft collective agreement
for the banking sector was also considered. However, they were not completed and negotiations were postponed at the
time of the reform of the Code. One recommendation of the National Committee was to create a tripartite Commission in
the General Directorate of Labour, which has yet to start its activities.

Gender equality at the workplace is enshrined in legislation, but it has lagged in practice. The Constitution provides
for the principle of equal remuneration for equal work (art. 62). Also, the Labour Code mandates that all workers have
the right to fair remuneration according to the nature, quantity and quality of their work (section 16). There is no gender
difference in the regulation on working hours. However, contrary to international good practice, the law does not mandate
non-discrimination based on gender in hiring, nor does it encompass the concept of equal value.®" Implementation has also
suffered from certain gaps. According to the official statistics of INE, there are no major gender discrepancies in general
unemployment rates nor in labour market participation rates. However, segregation by occupation remains an issue, with
some activities dominated by men.®? Women are over-represented in the informal sector — especially in domestic work —
where salaries are reportedly below the minimum wage. To increase awareness about gender issues in the workplace, the
Government adopted the National Plan for Gender Equality 2015—2018, under the remit of the Instituto Cabo-verdiano para
Igualdade e Equidade de Género. The Plan aims to promote equal opportunities for men and women in terms of access and
retention in the labour market with the objective of increasing women’s participation and reducing poverty.

Labour inspections suffer from a lack of institutional resources... Labour inspections are regulated by Decree-
Law 13/2012, which entrusts the General Labour Inspectorate (IGT) with the responsibility for ordering measures in
the event of imminent danger to the life, health or safety of workers. There is a total of 14 labour inspectors in the
country, all of whom conduct inspection visits. The inspectorate has offices in Santiago, Sao Vicente, Santo Antdo
and S&o Nicolas (the other islands depend on inspectors from Praia). Although inspectors visit all islands, these are
reportedly insufficient to monitor infringements of work legislation. In recent years, the Inspectorate has addressed
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some workers’ complaints in the commerce and catering sectors and a high number of industrial accidents in the
construction sector. The need for inspections is also an issue in the islands where tourism has developed more
rapidly, such as Sal and Boa Vista, as workers in large hotel resorts tend to accept poorer working conditions than
elsewhere, particularly with regards to work hours and vacation time.*

...and a lack of reliable statistics on labour regulation infringements. With regards to its institutional
capacities, the IGT still lacks an integrated system for the proper management and processing of statistical data.
The main source is data on the accident and disease notifications received by the regional labour inspection
offices. Another issue concerns the lack of reliable data on accidents. Most data on industrial accidents are
provided from insurance companies, but this information is not sufficient to guarantee adequate representation
of the working population, as only a small percentage of the workforce is insured.

2. Employing foreigners and accessing sKills

Business faces a scarcity of skills, with technical skills in particularly short supply. Until recently,
Cabo Verde relied on foreign schools for tertiary education. Although the situation changed after 2006 with
the creation of the University of Cabo Verde, the curricula focuses largely on theoretical studies, rather than
fostering the development of technical skills and offering specialized training, which are essential for economic
diversification in target sectors, including agro-business, the digital economy and the ocean economy. The
teaching of entrepreneurial culture has not been prominent either, including with respect to financial literacy.
Furthermore, there are very few technical and vocational institutions in Cabo Verde, with the exception of the
most renowned ones covering tourism and maritime professions (see chapter II).3* At the same time, there are
not enough employment opportunities to meet the supply of university graduates.

The regime for foreign hire differs among categories of skills. Access to work and residence permits by
foreign workers, managers and investors is regulated by the Labour Code and Law 80/VIIl/2014 (amending Law
66/VIIl/2014). A unified system for granting residence and work permits for foreign nationals is in place. There
are four categories of permits for foreigners, including investors, employees, independent professionals and
highly qualified employees. The criteria to qualify for a permit under each of these categories are summarized in

Table 1.3.

Categories of foreign work permits available in Cabo Verde

Investors Granted to foreign investors who, in person or through commercial

........................... companies, pursue an economic activity. e,
Employees Granted to foreigners who have a valid contract or promise of employment contract indicating

the nature of work to be undertaken, the relationship with the employer, professional category,
technical quality or specialty status of the applicant, the place of work,
ovoroeeeereeeeennnnn... 10 duration of employment and the montly salary and other non-monetary benefits,
Independent Granted only to foreigners who fulfil the following requirements: a) have incorporated a company
professionals or concluded a service contract for the exercise of a liberal profession; b) are able to exercise an
independent professional activity, where applicable; ¢) when required, submit a declaration by
oo, D6 respective professional associations that they meet the relevant professional requirements,
Highly qualified  Granted to foreigners for the purpose of teaching or research in a higher education institution,
employees which meets one of the following requirements: a) admitted to collaborate by means of a contract
of employment, a contract for the provision of services or a fellowship of scientific research;

b) have a contract of employment or service compatible with a highly qualified activity.

Source: Law 80/VIII/2014.
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table 1.3. In the case of investors, they should have a valid visa or be legally in the national territory to request
a work and residence permit (this has to be done within 60 days from the date of first entry). Requests are
addressed to the Office for Foreigners of the Foreigners and Borders Directorate (DEF). Investors are granted work
and residence permits independently of the invested amount. Foreign workers need to submit a copy of contract,
visa and commercial registration certificate from the Labour Directorate. The granting of a work and residence permit
shall be communicated by DEF to the departments responsible for tax administration and social security.

A labour market test is foreseen by the law, but not carried out in practice. According to the legislation, an
employee permit may be denied for work that can be undertaken by a national of Cabo Verde. For this purpose, the
General Directorate of Immigration chairs a special Council that includes representatives of IGT and the DEF (but
does not include representatives of the private sector or trade unions). No official methodology has been published
that determines how the labour market test is carried out and, according to UNCTAD interviews during the fact-
finding mission, the Council has been inactive for a long time and was only recently reactivated. It was also reported
that unskilled workers can easily access the labour market because border controls are considered lax and work
inspections are weak. It is estimated that many immigrants from neighbouring countries and beyond are in the
country without permits. This has allegedly created competition with local workers in the construction and tourism
industry.

The labour legislation and institutions in Cabo Verde aim to protect the rights of workers without harming
the productivity of the national economy. However, some gaps remain with regards to complying with ILO
Conventions, addressing inequalities in the labour force, including gender disparities, promoting a more fluid
social dialogue, and improving safety and industrial accident inspections. Despite a significant skills’ gap, there
is no clear strategy to facilitate access to skills when these are most needed. The labour market test, already in
itself a limited approach to skills attraction, has not been enforced. To address these issues, it is recommended
that the Government:

I.D.1. Amends the labour legislation in line with international obligations with regards to civil requisitioning and
voting on strike practice by labour unions.

1.D.2. Moves forward with the operationalization of the tripartite commission on collective bargaining to increase
the number of sectoral agreements. Priority should be given to promoting the creation of employers’ associations
in activities where these do not yet exist.

1.D.3. Strengthens efforts to reduce gender disparities. This implies amending the legislation on equal value
of remuneration and promoting the formalization of grey work in occupations where gender disparities are the
largest, such as domestic work.

1.D.4. Increase the capacities of IGT. The Government may consider opening an office on one of the islands that
attract most tourists (i.e. Sal or Boa Vista) as well as increasing the regularity of random inspections.

1.D.5. Improves the collection of data related to work accidents, including by promoting universal work insurance.

1.D.6. Enhances the policy on work permits by adopting a targeted approach to attract skills where they are most
needed. This can be done by:
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Strengthening inspections of firms that request work permits for foreigners to ensure that they comply
with what they have requested;

Promoting in-company training schemes for domestic employees in companies that seek access to
foreign skills;

Creating a scarce-skills list approach to replace the quota and labour market testing system. The list,
initially based on a skills survey, could determine categories of workers who can be granted employee
permits subject to economic needs;

Incorporating social partners (i.e. labour unions and business associations) in the work of the recently
re-activated National Council on Immigration and mandating it to determine and regularly review the
list of scarce skills on the basis of the requirements in different sectors of the economy.
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= ACCESSING LAND

All natural or legal persons, regardless of nationality, may acquire ownership rights or obtain special permits
to occupy and use land. The access, use and transfer of land and real estate are governed by a series of norms
that include the Constitution, the Civil Code and the Legislative Decree 2/2007 (Land Law).*® The existing regime
guarantees the right to private property on land. Five forms of access to State and municipal land are recognized.
These are long-term lease (aforamento), purchase, rent, usufruct and authorized precarious occupation.

There is no gender discrimination in the legislation on access to land, but de facto co-habitation may
leave women in a situation of disadvantage. The reason is that, increasingly, Cabo Verdeans get married
after forming families. The large number of de facto unions is a challenge for property registration, because
these properties are usually registered under one name, which traditionally is the male partner. Thus, women
are left in @ more vulnerable condition as their names do not appear in land titles or other documents.

Some restrictions apply in the access to land. Agricultural land can only be leased (see section A), and land cannot
be purchased near shores. Access to land for tourism can also be a challenge. Land parcels within 80 metres of the
sea shore must remain in the public domain.® These lands are not for sale, but they can be granted for concessions
to private developers (usually for a period of 10 to 20 years). Access to these parcels is administered by AMP, except
for the islands of Boa Vista and Maio where a special entity was created for this purpose — the Tourism Development
Corporation (see Law 44/VI/2004, on the management of Maritime Public Domains and Law 75/VII/2010 on Special
Zones for Tourism). Interviews with stakeholders during the UNCTAD fact-finding mission suggested that, whereas
permitting has been facilitated in the case of Boa Vista, access to land for tourism development remains challenging
on the other islands. Project approvals are slow and also basic services such as cleaning, fire and safety, and waste
disposal are not available to investors, even though they have been included in concession agreements (see chapter Il).

Inadequate land records have hindered transactions and prevented the emergence of amodern mortgage
market. Until recently, there was no comprehensive cadastre and national registry of land parcels. Because of
this reason, land rights in Cabo Verde are not precise, which has created hurdles to real property transactions.
Most families traditionally registered their properties in the municipalities (registo matricial), but these legal
documents were often not notarized and recorded officially (registo predial). The lack of comprehensive land
records means that vacant lands in the hands of the State may eventually be claimed by private parties, and
thus cannot be sold to investors without the risk of litigation. It also has a detrimental impact on tax revenues,
as informal property exchanges are not taxed.

Recent reforms have improved title security in some parts of the country. The Government introduced a
Registration Code (Cddigo do Registo Predial, CRP), approved by Decree-Law 10/2010, where all land parcels
will be registered. Between 2012 and 2017, the Millennium Development Corporation has also executed a
project to foster the approval of 35 legal reforms of the land regime. This project, financed by the United States
Agency for International Development (USAID), has achieved significant results in terms of clarifying the rights
and boundaries of all properties. Also, a new land information management system was introduced on islands
with high investment potential (Sal, Boa Vista, Maio and S&o Vicente). As part of the project, land information
was loaded into the Land Management Information and Transaction System (LMITS). LMITS is a computerized
map-based information system elaborated with the help of NOSI and deployed in collaboration with the National
Institute of Land Management (INGT). It integrates a register of rights, restrictions and responsibilities on land,
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a description of the person(s) having them, a geometric description of the parcels as well as their tax value.
LMITS allows different entities involved in the creation of cadastre and registration processes to have updated
information relevant to their work. This facilitates work on regularization of land rights, registration and/or
planning processes (Maximiliano and Martins, 2016).

Despite progress, the process of cadastre and registration reforms remains incomplete, which may
contribute to the proliferation of informal settlements. The USAID project ended in 2017 and it is not
yet clear if it will be extended to the other islands. Internal migration and housing shortages have led to the
informal occupation of State-, municipal- and privately-owned lands, where illegal and precarious dwellings
have been built. The growth of so-called barracas — informal human settlements without title and no access to
basic infrastructure — has already become a public policy challenge in some municipalities such as Sal-Rei in
Boa Vista or Praia in Santiago (see chapter Il). To address such concerns, the Government issued Decree-Law
57/2015, which establishes the exceptional regime for the conversion and legalization of informal settlements.®’
Addressing this issue requires a holistic approach involving land use planning as well as a series of other
policies (e.g. social, economic, public infrastructure), and highlights the urgency of further improving land
records at the national level.

Facilitating access to land depends on effective permitting procedures and access to basic public infrastructure.
It also relies on proper cadastre and registration systems that treat all citizens equally. The amount of time
and money citizens, businesses and investors can spend buying or leasing land, and/or clarifying land parcel
boundaries, are major deterrents to investment. Thus, in the absence of a comprehensive and effective cadastre
and registration system in all islands, securing land tenure remains a challenge. Therefore, it is recommended
that the Government considers:

I.LE.1. Improving coordination between government stakeholders in the process of project approval and
development of land parcels administered by the State in areas with high investment potential (e.g. shorefront).
These include Tradelnvest, AMP, the Ministry of Finance, the Ministry of Agriculture and Environment and the
municipalities, amongst others. The goal should be to improve access to land for tourism development projects
— especially outside Boa Vista and Maio — and also to ensure that private development is accompanied by
proper infrastructure development, services and maintenance.

I.E.2. Building the capacities of INGT to take over responsibility for cadastral operations in the rest of the
country, including maintenance functions. The alternative is to set up a management organization (e.g. a public
company or a public-private partnership) with a mandate to continue the execution of the cadastre to all the
other islands. Funding for such an institution could be secured through a special fund from tax revenues from
land and real estate transactions.

I.E.3. Adopting legal reforms to ensure gender equality in land rights, such as mandating that the addition of
two names in land registries be undertaken without additional costs.
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~ TAXATION

Despite recent efforts to streamline the tax regime, it remains complex and overly reliant on incentives.
Between 2013 and 2015, Cabo Verde completed an overhaul of the tax administration system by restructuring
its revenue administration. Several laws were passed, including the Law 26/VIIl/2013 on the Code on Fiscal
Benefits, the Law 70/VII/2014 on the REMPE, the Law 78/VIIl/2014 on the Code on Personal Income Tax
and the Law 82/VIll/2015 on the Code on Corporate Income Tax. Key reforms included the harmonization
and streamlining of value added tax (VAT) rates, the rationalization of tax provisions applying to personal and
corporate income, and the launch of a large taxpayer office.® These reforms were undertaken in the context
of urgent needs to collect considerable VAT and corporate income tax (CIT) arrears, which amounted to about
5 per cent of GDP (IMF, 2016).%° Despite the reforms, several incentives schemes remain in place, which have
great costs in terms of foregone fiscal revenues. Over time, this multi-layered tax system has also affected the
ability of tax and customs authorities to administer and oversee the regime, increased inefficiencies and created
discrimination between companies.

1. General regime

The general CIT (imposto sobre o rendimento das pessoas colectivas), is applied at 25 per cent. In addition to
the CIT, a fire brigade surcharge (taxa de incéndio) of 2 per cent of taxable income applies in some municipalities.*
CIT is levied both on profits obtained within the national territory and abroad. A company is considered resident in
Cabo Verde if it is registered in or the headquarters/general management is based in Cabo Verde.*' Non-resident
companies with a permanent establishment (PE) in Cabo Verde are also subject to corporate taxation based on the
income that is generated in the country. Income tax losses can be offset against taxable profit and can be carried
forward for seven years, capped at 50 per cent of the taxable profit. Carry-back of tax losses is not allowed. For the
purposes of calculating the tax base, companies compute income according to the local accounting rules. A standard
list of deductible expenses is contained in article 28 of the CIT Code. Also, a 50 per cent rebate applies if the sales
proceeds are reinvested in the acquisition, production, or construction of tangible fixed assets, intangible assets, or
non-consumable biological assets.

Micro and small-sized companies — the bulk of tax reporting entities — are subject to a single special
tax of 4 per cent. This is levied on gross income and is paid quarterly. The rate applies to businesses registered
under the REMPE regime. A flat rate replaces the income tax, fire brigade surtax, VAT and social security
contributions (Law 70/VIIl of 2014).4

Depreciation is possible with respect to all fixed assets, except for land. Table 1.4 summarizes the
applicable rates for certain types of assets. Two additional provisions and adjustments are allowed according
to article 53 of the Code on Corporate Income Tax. These are the liabilities and expenses arising from court
proceedings as well as specific provisions to be made by financial and insurance entities. As of 1 January 2015,
impairment losses are allowed as tax deductions in the following cases: 1) overdue debt, subject to limits that
vary between 25 and 100 per cent of the debt for delays between 6 and more than 24 months; 2) exceptional
devaluation of tangible fixed assets, intangible assets, biological and non-consumable assets and investment
property; and 3) losses by entities subject to supervision by the central bank regarding credit risk, country risk
and capital losses on securities and other instruments.
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Dividend income is taxable as corporate income. Since the introduction of an amendment to the Code on
Corporate Income Tax in 2017, dividend payments are taxable and withheld at a rate of 10 per cent (withholding
tax — WHT). Interests and royalty payments, in general, are subject to a 20 per cent WHT.*® Rental payments are
subject to a WHT of 10 per cent (except between resident companies). For a Cabo Verde-based firm, tax withheld is
computed against the final income tax due. Any non-Cabo Verdean resident entity carrying out an economic activity
in Cabo Verde is subject to a final WHT at the same rates applicable to each income category foreseen by the CIT
Code.* The WHT rate applicable to income paid to micro and small-sized companies is 4 per cent.

There is no special tax regime for group taxation, except for standard transfer pricing provisions. Losses
incurred by a company are in principle not transferable to another company, except when previously approved
by the tax authorities. With regards to commercial transactions between associated enterprises, the arms’
length principle is applied to ensure identical terms and conditions to those that would be accepted and agreed
between unrelated firms. Taxpayers that must prepare a transfer pricing documentation file including: a) entities
classified as ‘Large Taxpayers’; b) entities considered taxed under a privileged tax regime; ¢) PEs of non-resident
entities; and d) other entities as designated by the tax authorities (Ministerial Order 75/2015, art. 14). Since
2015, the Code on Corporate Income Tax also includes explicit rules on thin capitalization and controlled foreign
companies. Capital gains are not treated as a specific source of taxation and, instead, are taxed as part of the
ordinary income of firms.

Table 1.4,
Main depreciation rates for tangible assets
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Assets* Depreciation rates (per cent)
1. Property :

a. Minor, small buildings : 10

b. Buildings : 31010

c. Water reservoirs 4105

d. Seals and urban arrangements 510 8.33
2. Facilities 6.66 to 10
3. Machinery, equipment and tools

a. Apparatus and electronic machines 20

b. Air condition 12.5

c. Laboratory and precision equipment 14.28

d. Ventilation equipment 12.5

e. Scales 12.510 33.33

f. Workshop equipment 12.510 20

g. Machine tools 12.510 25

. Transport materials

a. Aircraft 20

b. Boats 8.3310 25

c¢. Motor vehicles 12.510 20

d. Tanks 16.66

. Other tangible fixed assets

a. Movies, records, and audio cassettes 25

b. Drawing and typography materials 12.5

c. Furniture 12.5

d. Molds, dies, shapes, and controls 25

e. Computer programmes 33.33

*For intangible assets, depreciation rates are set at 33.33 per cent, and they apply to installation and expansion costs as well as to cost related to research and development.
Source: PWC, 2017 and IBFD, 2017.



Cabo Verde follows the European Union VAT system, which applies to the production as well as the
import of goods and services. The VAT standard rate is 15 per cent and it is regulated under Law 21/VI/2003.
However, some goods and services have their own specific rates, which results in a high variance (e.g. diesel
120 per cent, fuel 300 per cent, petroleum 30 per cent, telecommunication services 60 per cent, electricity
30 per cent). VAT is charged at all stages of a transaction, but in general companies can claim credit for input
tax against output tax. There are two types of exceptions. The first relates to transactions without input credit
(e.g. hospital and medical care and closely related activities, education, non-profit-making organizations), and
the second relates to transactions with input credit (i.e. zero-rated transactions).

Other taxes include custom duties, real estate tax, stamp duties and an ecological tax on pollution.
Customs duty rates range from O to 55 per cent (Budget Law 20/1X/2017). Raw materials and capital goods
may be imported duty free or at a low rate of duty.* A real estate tax has been set at 1.5 per cent of the value of
immovable property and is paid on an annual basis. The tax applies equally to new properties and to the transfer
of real estate (paid by the purchaser). There are tax exemptions for emigrants who own saving bank accounts
and for projects that have received Touristic Utility status (table 1.5). According to the Stamp Duty Code of 2008
(Cadigo do Imposto de Selo - CIS), stamp duties apply to certain transactions and registration procedures. They
are levied at percentage rates or lump-sum rates in CVE on all acts, deeds, documents, securities, papers and
similar instruments for transactions which are not subject to VAT.#” A tax on ecological pollution is applied on
certain polluting goods, such as non-biodegradable packing material or made out of metal, glass or plastic,
which is taxed both for locally produced and imported goods. The tax varies between CVE 2 and CVE 100 per
category, depending on the quantity or weight of the goods.

The Government is making efforts to streamline tax payments. Recently, the Minister of Finance has
launched an eGovernment initiative to reorganize procedures which have a direct impact on taxpayers and allow
for comprehensive online payment procedures. VAT payment was automated in December 2017, and future
reforms will also allow for automated customs-related taxation. While recent reforms should help expedite tax
payments and free human resources, their success will require further simplification of the entire tax regime
as well as the rationalization of incentives. For a medium-sized manufacturing company in Cabo Verde paying
corporate income taxes, VAT and social contributions requires 30 payments per year and it takes 180 hours.
The country is ranked 75 in the paying taxes indicator of the Doing Business, which is ahead of comparators
but slightly behind the OECD average (World Bank, 2017). Looking forward, improving monitoring and auditing,
as well as building the capacity of staff at the National Directorate of State Revenues of the Ministry of Finance
(e.g. on IT skills) will also be necessary.

2. Incentives

Sector specific incentives have been streamlined and their impact remains significant. Before 2013,
legislation granted incentives for firms investing in numerous activities, including renewable energy, shipping,
air and sea transportation, media, telecommunications and Internet, manufacturing, and information technology
and scientific research.*® After the approval of the Code on Fiscal Benefits in 2013, special regimes have been
streamlined, but they still apply to activities related to tourism, industry, financial services and construction, which
are the most significant in Cabo Verde.*® Many types of incentives are in place, including in the form of deductions to
the calculation of CIT tax base, preferential CIT rates, tax credits as well as tax waivers for real estate tax, customs
and stamp duties. In addition, individual contracts may grant investors additional benefits, including on business
facilitation, property taxation, customs as well as generous tax holidays. A summary of the most significant tax
benefits and incentives is presented in table 1.5.
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Table 1.5.

Tax incentives system regimes in Cabo Verde

Sector / Activity | Eligibility requirements Benefits
Tax credits on CIT © o follow the organized : o CIT tax credit of 50 per cent for investments in
accounting framework; : the areas of health, the environment, the creative
¢ O acquisition of new fixed industry, the tourism industry, industrial activity,
assets, patents and licences air transport and maritime transport services
of technology for undertaking and port and airport services, the production of
industrial activities. renewable energies, production and assembly of
O tax credit may not exceed renewable energy equipment, energy research and
50 per cent of the value of tax : scientific research, as well as the development
contribution in each financial year. : of information technologies and communication.
: O CIT credit of 30 per cent for all other activities.
O unused tax credits may be carried
forward for 15 years.
Real estate tax O acquisition of real estate used O exemption from real estate tax.
exemptions exclusively for the installation
of an investment project.
O approval by the competent
municipal body.
O acquisition of a second home O Exemption from real estate transfer tax;
financed with foreign capital* O 10-year real estate tax credit of 50 per cent
O approval by the competent
municipal body.
Stamp duty O financial transactions O exemption from stamp duty.
exemption related to obtaining credit
for investment projects.
Customs duty O construction materials exclude : O exemption from customs duties on the import
exemption blocks, cement, paints, varnishes, : of construction material, machinery, sanitary
as well as some types of : electronic and, utensils, furniture, technical |
incandescent lamps, stoves scientific and laboratory products, media and
and electric plates, and storage broadcasting, and other raw materials used in the
and refrigerating facilities. production of goods related to investment projects.
O excludes equipment and vehicles o for companies under Tourism Utility status:
with more than 5 years old. furniture, equipment and appliances
O for projects under Tourism intended for the installation, expansion or
Utility status, goods imported remodelling of ventures during the installation
duty free cannot be used for phase (or refurbishing if it corresponds to
personal use for more than 30 at least 15 per cent of initial investment)
calendar days in a given year. and during the first year of operation.
O sale of duty free import goods o vehicle equipment for the transport of
in domestic market during the workers during the installation phase (or
first five years after imported : refurbishing if it corresponds to at least
requires authorization of customs : 15 per cent of initial investment) provided
authority and is subject to : that the imported good is connected to the
payment of VAT and other duties. : object company’s main social objective.
Investment O investment worth more O benefits determined in individual contracts
contracts than CVE 550 million. may include exemptions for corporate
O relevant for the development income tax, stamp duty, real estate tax and
of the national economy. customs duties for periods up to 15 years.
O creates at least 10 jobs.
O approval by the Council

of Ministers.
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Benefits

Sector / Activity | Eligibility requirements

Regime to
promote the

internationalization :
i O project implies allocation of o)

of Cabo Verde
firms**

Incentives regime
for financial
institutions™**

: O investors in tourism, tourism e}

Tourism Utility
status

i O have organised accounting o)
: o for hiring of workers not older than :

Hiring of young
employees

o firms need to meet technical o)

and financial capacity and
must obtain prior approval.

over CVE 5 million to access :

to new external markets, the e}
consolidation of the presence in  :
current markets; or investment

in sectors considered strategic )
for the internationalization :
of the national economy. e}

: o excludes projects in tourism;

insurance; real estate; and civil
engineering constructions.

a reduction in CIT rate by up to 50 per

cent, applicable during the term

of the investment contract.

exemption of qualified expatriate

employees from the single income tax.
exemption from the property tax on real

estate acquired for the establishment or
expansion of the activity of the investor.
exemptions from VAT and customs duties as
provided for in the general applicable legislation.
exemption from the stamp duty on the
incorporation of companies, on the increase

in the share capital of existing companies,

and on financing transactions.

exemption from notary and registration fees on
the incorporation and registration of companies.
job creation incentives.

O

O

: O investors undertaking activities  : o
: related to financial investments, :
securities markets, investment  :

funds and venture capital. P 0

O

O

O

income tax exemption of up to 75 per cent

for income derived from certificates of

deposit and long-term bank deposits.

for investment funds (securities) income sourced
in Cabo Verde is exempt from CIT (except capital
gains); foreign income is subject to a 10 per cent
CIT flat rate (except capital gains); and capital
gains are subject to a 10 per cent CIT rate.

for real estate funds: 10 per cent flat CIT

rate (after expenses); capital gains taxed

at effective rate of 7.5 per cent.

for venture capital funds, income from

funds are exempt from CIT.

for holding companies, WHT on the

payment of income made by affiliate is

exempt (if held for 12 months with a share
capital of 10 per cent or above).

promotion activities and real :
estate tourism projects that HNG)
undertake installation of new
projects or refurbishment projects :
with a value of at least 25 per :
cent of the initial investment. i 0
The status lasts during the

period of construction and

the first year of operations.

credit against CIT for up to 50 per

cent of the eligible investment.

exemption from real estate tax on the
acquisition of real estate used for the
construction and installation of tourism
projects (if granted by the municipality).
exemption from customs duties on the
importation of materials and equipment
exemptions from stamp duty on financing.

35 years for a first job contracts
with a duration of one year or
more for workers registered in
the social security system

: o provided no reduction or

elimination of jobs has occurred

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

exemption of contributions due by
the employer to social security
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Sector / Activity | Eligibility requirements Benefits

Training ¢ O have organised accounting O expenses are considered at 150 per cent for
: O incurs expenses for the the calculation of the tax base for the CIT.
: training of workers; :

: O incurs expenses for the
: recruitment of young people
of more than 35 years of :
probation, and for any persons for :
vocational training or retraining
in companies (with a minimum
duration of six months and a
: maximum duration of one year);
O incurs expenses for the
:© allocation of scholarships of
merit to young students who
are not more than 20 years.

Tax deduction : O taxpayers operate exclusively O deduction of 50 per cent of the income in one
for agriculture : in either sector. : given year for the calculation of CIT tax due
and fishing : O taxpayer was taxed under the

standard accounting method

*Regulated by Law 30/1X/2018. The qualifying threshold for the investment in the second home varies according to the level of GDP per capita of the island (minimum of €80,000 for

municipalities with GDP per capita below the national average, and €120,000 for the others).

**Both tax and financial incentives have been regulated through Legislative Decree 2/2011 and are applicable to investment projects undertaken by Cabo Verdean companies until 31
December 2020, excluding the following activities: tourism; insurance; real estate; and civil engineering constructions. For the purpose of developing certain regions of the country,
the incentives may be increased in the regions of Brava, Sao Nicolau, Fogo, Santo Antdo and Santiago, except Praia.

**WWithin the scope of Law 43/111/88 of 27 December 1988, revoked by Law 61/VIIl/2014, foreign-owned financial institutions could benefit from customs duties exemption on the

importation of materials and equipment that are exclusively destined to setting up the company. Firms established before the regime was revoked could be exempt from single
tax on income (until 31 December 2017), and subject to a CIT rate of 2.5 per cent from 1 January 2018 onwards. They also enjoy of a stamp duty exemption on transactions with
non-residents.

Source: Corporate Income Tax Code, Code on Fiscal Benefits, Special Statute for the Holders of a Secondary Residence Permit, IBFD, 2017.

The Government also plans to establish SEZs. A specific SEZ regime (CIN) was created by Legislative
Decree 1/2011 (amended by Decree-Law 38/2013 and Decree-Law 57/2017). A Commission was established
with the remit to outline a strategy for the deployment and operationalization of the zones (Council of Ministers
Resolution 54/2015). To be eligible for the regime, a company must first obtain authorization depending on
the economic activities to be performed: industrial activities, commercial activities or the provision of financial
services. For commercial and industrial activities, it is expected that the companies be placed in geographically
delimited areas (i.e. one industrial free zone and one commercial free zone); whereas in the case of the services
sector, the CIN status is not delimited by geographical scope.* The Code on Fiscal Benefits provides significant
tax benefits for CIN companies. These include reduced CIT rates of 5 per cent, 3.5 per cent or 2.5 per cent
for companies that create 5, 20 or 50 jobs, respectively; exemption from customs duties on the importation of
certain goods, equipment and materials used within the scope of the activity licensed under CIN; and VAT and
customs duties exemptions, as provided in the VAT regulations and customs law. However, pending the creation
of an administrative entity for the CIN, the incentives are still not operational (see Decree-Law 57/2017).°1

The proliferation of incentives has increased complexity and discrimination among companies, at the
cost of reduced efficiency and fairness. Such a complex incentives regime has become increasingly difficult
to administer for the authorities and it has generated discrimination among firms, particularly between large and
small ones, and between tourism and other sectors. For instance, some large investors in the tourism sector
(i.e. hotels in the all-inclusive segment) benefit from both VAT and customs privileges that are linked to investor-
specific contract clauses, which has led to significant revenue loss and discrimination between companies and
to administrative challenges for customs authorities (see section H).
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Although the Government has not undertaken a cost-benefit analysis for each individual tax regime,
it is estimated that exemptions linked to investment contracts or other regimes are substantial.
According to stakeholders interviewed during UNCTAD’s fact-finding mission, incentives account for a
revenue loss corresponding to about 25 per cent of total revenues. The lack of fiscal stability is also an
issue, as changes in Government are often followed by amendments to the fiscal regime. This situation
not only lowers predictability for investors, but significantly increases the administration costs for the
authorities, which need to cope with multiple tax and customs exceptions. The most recent amendment to
the legislation on CIN indicates that the Government is aware of these issues and plans to review all related
tax and economic legislation, namely the Code of Tax Benefits and the Investment Law and introduce
an Integrated Incentive System with the purpose of boosting the export sector of the economy (Decree-
Law 57/2017).

Over recent years, Cabo Verde has used generous tax incentives to promote investment, particularly in the tourism
sector. While the solid performance of foreign investment flows indicates the potential success of incentives, they
also came with significant costs: the proliferation of tax exemptions linked to different incentives schemes contributed
to revenue losses that added to growing budget deficits (see context). While recent reforms show a willingness to
streamline the tax regime, there are no signs that the Government plans to reduce the use of investment contracts,
and some new incentives schemes may even increase the complexity of the tax regime. Looking forward, it is
recommended that the Government;

I.LF.1. Undertakes a cost-benefit analysis of existing incentives with the goal of assessing their impact and defining a
strategy for streamlining them. Such an undertaking could help address the country’s combined needs of attracting
investment, ensuring lower dependence on foreign aid as well as achieving sustainable development objectives.
Regular monitoring and assessment of the effects of incentives against their objectives should be established. In
the long term, the Government should retain tax incentives that reward re-investment and capital expenditure (such
as reinvestment allowances, investment tax credits or accelerated depreciation) rather than those that are based
on profits, such as tax holidays, which can act as a vehicle for tax minimization. Incentives should be performance-
based and time-bound.

ILF.2. Improves tax competitiveness. In parallel with the rationalization of the incentives scheme, the Government
should consider a competitive CIT rate for all companies, while retaining only a few, selected incentives aimed at
supporting measurable and sustainable development objectives, such as generating employment and economic
activity in less developed islands (see chapter Il).

I.F.3. Reduces the burden of taxation at the borders. The administration of customs duties is complicated by the
numerous rates and exemptions linked to indirect taxation, but also the numerous investment contracts which grant
specific customs privileges for single investors. In the short term, training of border officials on tax issues should be
increased to improve customs facilitation and reduce waiting times. In the longer term, tax reforms should consider
the advantages of streamlining rates of indirect taxation, such as VAT.

I.LF.4. Eliminates tax and customs-related clauses in contracts. As mentioned in section A of this chapter, the
proliferation of investment contracts creates unnecessary costs. Until individual investment contracts are phased
out, as per recommendation 1.A.4, the Government should consider harmonizing the content of new contracts and
refraining from including tax and customs related clauses that increase the costs of tax administration.
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G. COMPETITION REGIME

The competition legislation is in line with international good practice. Decree-Law 53/2003 outlines
the core principles of the competition policy. For instance, the norm forbids agreements in restraint of
competition, abuse of a dominant market position or monopoly position.®* Rules related to economic
concentration are also defined. With regards to abuse of a dominant position, the criteria to calculate
market dominance is set for one or more companies as follows: for one company, if it holds shares in
the market of a particular good or service that is equal to or greater than 30 per cent of that market; for
two or three companies acting in concertation if they hold a share that is greater than 50 per cent of that
market; for four or five companies acting in concertation if they hold a share that is greater than 65 per
cent of that market (art. 3). The legislation specifies the criteria to calculate the total market share and
volume of operations, and it also details different modalities of concentration (i.e. mergers, acquisition and
constitution of an autonomous company). Different criteria to define economic concentration apply to the
financial sector, which is measured in terms of total volume of operations.

However, the institutional framework is underdeveloped, which makes the legislation ineffectual.
The establishment of an independent competition authority has been delayed for over 10 years due to a
lack of qualified human resources and budgetary constraints. Thus, monitoring criteria and implementing
mechanisms are not in place to enforce the law. According to the legislation, the General Directorate of
Industry, Commerce and Energy within the Ministry of Industry, Commerce and Energy is responsible for
the elaboration and enforcement of competition policy (Decree Law 53/2003, art. 12, and Decree Law
20/2018). Decree Law 53/2003 does define some of the powers the competition authority will hold once
established, as follows: to start procedures, conduct investigation (including raids), request information,
adjudicate claims, impose fines and other sanctions, order and adopt protective and interim measures, and
suspend activities, among others.

In the absence of a competition authority, other sectoral regulatory bodies have a remit on
competition-related directives. Law 20/VI/2003 defines the legal regime of regulatory authorities in
the economic and financial sectors. It also establishes that regulatory agencies on public services must
coordinate with the competition authority on matters related to competition. These services include
transportation, communications, ports, water, energy, financial sector, food, chemical-pharmaceutical and
other sectors or activities of general economic interest. In the absence of a competition authority, sectoral
rules can differ depending on the capacities and spheres of influence of each sector regulator.®® Thus, the
degree of competition in the market has also differed. For instance, the National Authority of Communications
(ANAC), which has responsibilities for the promotion of competition practices in the telecommunications
sector and markets, has reportedly been successful in promoting competitive prices for the sector. In
contrast, the Authority of Economic Regulation (ARE), which regulates prices for water, electricity as well
as public maritime transport and urban passenger transportation has had mixed results. Although public
services obligations have guaranteed overall affordable prices, these have come at the expense of high
State intervention in the form of subsidies to SOEs and poor service delivery.>

Structural conditions contribute to market concentration. Given the limited economies of scale and the
geographical fragmentation between the islands, the tendency towards market concentration is high, especially
for the provision of public services (e.g. inter-island maritime and air transportation). However, competition
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regulation is also an issue with regards to activities that are usually characterized by healthier market
competition in other countries, such as tourism-related services like tour operators. In these cases, restrictive
market practices may result from the lack of proper regulation. Although there are no official statistics, there is
evidence that big tour operators can have a dominant influence in some of the islands (e.g. Sal and Boa Vista) so
as to crowd out competition and contribute to the vertical integration of several market segments (e.g. ground
transportation, excursions, guides, catering, see chapter Il).

In recent years, Cabo Verde has managed to align its competition legislation with international good practice.
However, institutional capacities remain underdeveloped, making the legislation ineffectual. Indeed, the lack of a
competition authority is a serious impediment to the development of efficient markets, especially in the tourism
sector. It is thus recommended that the Government:

I.G.1. Moves forward with reforms to make the competition authority operational. In line with the requirements
of Decree-Law 53/2003, the institution should be granted adequate financial resources and personnel to
implement its mandate.

1.G.2. Specifies the mechanisms for coordination between the competition authority, the ministries and the regulatory
agencies.

1.G.3. Engages further in international and regional cooperation initiatives on competition, such as the Lusophone
Competition Network of CPLP.

UNCTAD provides assistance on competition policies and institution building to its member States and could support
the efforts of the Government of Cabo Verde in this area.
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H. TRADING INTERNATIONALLY

Since the 1990s, Gabo Verde has adopted significant reforms to liberalize its trade regime. After acceding
the WTO in 2008, Cabo Verde bound all tariff lines at rates ranging from zero to 55 per cent. The Government
introduced a new Customs Code in 2010, which features a simple average final bound rate of 15.9 per cent and
limited variance among sectors — 19.3 per cent in agriculture and 15.4 per cent on industrial products.® All duties
were bound at ad valorem rates. Furthermore, a series of custom duty exemptions are applied as incentives for
specific sectors in the economy (section F). The country has also actively pursued trade liberalisation at the regional
level. Trade with European countries has increased after Cabo Verde signed a Special Partnership Agreement, which
granted it preferential access to the European Union and Economic Free Trade Association markets (see context).
The country is also a member of ECOWAS, though total trade with all African countries remains low, accounting for
about three per cent of total imports and less than one per cent of exports.

Customs procedures have been streamlined through the introduction and upgrade of UNCTAD’s
automated system for customs data (ASYCUDA). This computerized customs management system,
which has been in place since 1985, was upgraded in 2016 to its latest version — ASYCUDAWorld. This
enables the customs administration and traders to handle most of their transactions onling, from customs
declarations to transit documents. Moreover, specific locally developed features have been integrated into
ASYCUDAWorld, including interfaces to administer exemptions, licences and single payments. The import
and export documentary compliance time has been reduced to 24 hours, which is more than three times
faster than the average for countries in sub-Saharan Africa (World Bank, 2017).

However, complying with customs tariffs remains burdensome for investors and also poses
administrative challenges. According to business stakeholders, containers are often retained in ports for
longer time than necessary and the calculation of customs fees is contested by investors. This situation can
be attributed to the complexity of the tax regime of the country. The numerous customs exemptions included
in different special regimes, compounded by the numerous investment contracts with specific clauses on
tax exemptions, has made it difficult for the authorities to administer border procedures efficiently and
creates unnecessary administrative hurdles that need to be solved (see section F).

Another challenge to export competitiveness is inadequate transport infrastructure. The current trade strategy
efforts are aimed at fostering private sector growth in a limited number of manufacturing businesses and services
with high export potential. However, a lack of sufficient air, water and land transport infrastructure has reduced the
potential for national economic integration and export growth. A further consequence of poor connectivity has been
an over-reliance on Europe for many of the countries’ imports, and at a high cost (see chapter ).

Cabo Verde has moved forward with significant trade facilitation reforms through eGovernment initiatives, but the
complexity of the incentives regime increases waiting times at the borders. It is recommended that the Government

LLH.1. Improves inter-agency coordination at the borders to reduce waiting times for containers, particularly with
regards to the determination of taxation for shipments benefiting from contract-related exemptions.

I.H.2. Harmonizes progressively customs-related incentives to increase the efficiency of customs administration.
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. INTELLECTUAL PROPERTY

Legislation on intellectual property rights is in line with international trends. The main laws and regulations
for the protection of intellectual property (IP) rights are Decree-Law 1/2009 (amending the Law on Copyright
101/90), the Industrial Property Code (Decree-Law 4/2007) and the Resolution 25/2010 (on the Statutes of
the Intellectual Property Institute of Cabo Verde (IPICV).*” IP includes inventions, utility models, factory, trade
and services marks, industrial designs, names and emblems of establishment, logotypes, appellations of origin
and geographical indications, and awards, among others. Registered trademarks and other distinguishing
signs are of exclusive use by the respective owner. The legal framework has been revised in accordance with
provisions of the World Intellectual Property Organization (WIPO) agreements and WTO Trade-Related Aspects of
IP Rights (TRIPS) Agreement.*® The law provides for the protection of intellectual property and establishes limits
to protection, such as the social function of industrial property of guaranteeing fair competition (art. 4 of the
Industrial Property Code).*® Updated drafts of the Law on Copyrights and the Industrial Property Code, to align
them with requirements of international treaties to which Cabo Verde is not yet a Party (e.g. the Beijing Treaty
on Audiovisual Performances, 2012), are being discussed.

The Institute of Quality Management and Intellectual Property (IGQPI) has a remit for policy
implementation and monitoring of all IP-related rules and regulations. In 2014, Implementing Decree
35/2014 approved the merger of the IPICV with the Institute of Quality Management, thus creating the current
structure of IGQPI. The institution counts 15 staff, and has a mandate to register patents and copyrights, industrial
design and trademarks, combat infringements, foster innovation and mechanisms of technology transfer, and
create awareness on IP issues, among other roles. Other significant stakeholders include Pro Empresa, which
provides some support to young entrepreneurs through government finance for start-ups and other measures
to support innovation (see chapter Il), and the Cabo Verdean Society of Authors — a non-governmental entity
which can require the competent authorities to take appropriate measures to address copyright infringements.

Applications for IP rights must be filed at the Directorate of Intellectual Property of the IGQPI. Patents
are granted by IGQPI to the inventor or his successors for a period of 20 years.® The patent process — including
application requirements, deadlines, examination, grounds for refusal, effects and rights conferred by the patent
— is defined in the Industrial Property Code. In cases of intellectual property infringement, license holders may
request protective measures, such as the seizure of products that violate their rights; the confiscation of the
instruments used for the illicit acts; as well as measures from judicial, administrative or police authorities to
prevent the infringements (art. 265). In addition, civil and criminal actions are applicable. The Code also sets
Rules regarding compulsory licensing (art. 53).

Despite a good legal framework, the IP market remains underdeveloped. Since the establishment of the
IGQPI, very few Cabo Verdeans have been registering and protecting their intellectual property. For instance, as
of December 2017, only three inventions were filed for patent, and 500 works were registered in the copyright
register. Given the novelty of university education and limited research capacities, it is understandable that
patent activity may take time to develop. Several challenges remain for creators including restricted access
to financial resources to spend on IP protection, limited knowledge of IP rules and procedures as well as the
benefits of IP protection. However, the vibrant cultural production of the country (e.g. music and performing arts
in S&o Vicente, arts and crafts in Santiago, Fogo and Santo Antdo), offers potential for a much broader portfolio
of copyrighted works (UNCTAD, 2015b). Trademark registration is occurring: according to IGQPI statistics, the
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institute receives on average two to three requests for registration per week, out of which 90 per cent are foreign
brands. Usually, foreigners are looking for protection given their expectations of future business opportunities
(e.g. automobile, cosmetics, shoes, beverages amongst others).

In recent years, Cabo Verde has managed to align its IP regime in accordance with the provisions of the
WIPO treaties and the WTO TRIPS agreement. However, the registration of knowledge creation and certification
activities remain low and are not likely to prosper without more active assistance and awareness campaigns. In
this context, it is recommended that the Government:

l.I.1. Undertakes more active policies for financing research and development (R&D), increasing linkages
between universities and the private sector, and promoting foreign investment and joint ventures in technological
fields and R&D to foster innovation (see chapter Il).

I.1.2. Undertakes awareness campaigns among cultural actors (i.e. musicians, craftsmen) about the benefits of
registering their intellectual property and provides financial or other support for people willing to register their
intellectual property.

I.1.3. Prioritizes work with craftsmen and artists for the certification and collective marks of traditional Cape
Verdean cultural expression, considering that cultural expression and works of art that are not original may best
be protected through certification and collective marks (see chapter I).
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DI in tourism has shaped the recent history of Cabo Verde. Tourism

has emerged as an important channel for sustainable development,

contributing to employment generation, and poverty alleviation,

particularly in Africa (UNCTAD, 2017b; World Tourism Organization,
2004). Cabo Verde has experienced a tourism boom over the last 15 years,
and the direct, indirect and induced impact has been significant. Tourism also
played an instrumental role in the country’s graduation to middle-income
status (see context). The “all-inclusive” tourism sector will likely continue
to fuel economic growth in the country, but limitations to this model exist,
including dependency on few sources of tourists and investors; reduced
contribution to the development of domestic productive capacities; social
pressures and economic instability resulting from large internal migration. In
addition, the proliferation of hotels and tourists can have a dramatic impact
on water and energy consumption, and waste disposal, especially on small,
resource-constrained islands. Cabo Verde is now seeking to diversify FDI in
the tourism sector and secure greater development impact. Spreading Cabo
Verde’s tourism offer more equally across all its islands could contribute to
more balanced economic growth, wider social development and reduced
environmental pressures. There is potential for niche tourism offers in the
cultural, adventure, historical and other leisure-related segments of the
industry, which are largely un-exploited. Even within the “sun-sea-sand”
segment, a stronger focus could be given to other economic activities with
the potential for linkages with local firms. In support of the Government’s
objectives, this chapter presents a set of recommendations to maximize the
sustainable development impact of FDI in tourism.



Chapter
I.‘l

ourism FDI as a
lever for sustainable
development




A, THE CURRENT AND POTENTIAL
ROLE OF THE TOURISM
SECTOR IN CABO VERDE

1.  Key trends and the role of FDI

Tourism in Cabo Verde has been booming since the early 2000s. In the early 2000s, the international tour
operators and hotel businesses discovered Cabo Verde’s potential as a year-round tourism charter destination for
the all-inclusive sun-sea-sand model, which has enabled unprecedented economic growth and transformed the
image of Cabo Verde as an international beach destination (see context). Since 2000, the number of international
tourists has increased at a rate of 10 per cent per year, to reach nearly 645,000 arrivals in 2016 (exceeding the
number of residents by over 100,000). Furthermore, accommodation capacity has risen from roughly 4,500 beds
in 2000 to over 18,000 by the end of 2016 with an average occupancy rate of 55 per cent nationwide (reaching
82 per cent in Boa Vista). The Government’s objective is to reach one million tourists by 2021.

Tourism has been concentrated in two islands, with the bulk of tourists coming from Europe. The
islands of Sal and Boa Vista together account for 77 per cent of tourist arrivals and 91 per cent of overnight
stays. The United Kingdom is the main source of tourists, followed by Germany, Portugal, France, and Belgium/
Netherlands. Tourism flows from African countries are very low, and led by South Africa, which accounts for
0.1 per cent of tourist arrivals in 2016 (annex 2). The country therefore has the potential to expand its tourism
offer to other, underexploited markets.

The sector is dominated by multinationals and the all-inclusive model. Most tourism-related investment
has been made by major international tour operators, hotel companies and resort developers in the form
of greenfield projects (see context). A 2017 study on the tourism value chain in Cabo Verde confirmed that
tourism operations in Sal and Boa Vista are concentrated in a small number of large, all-inclusive luxury
resorts, representing about 91 per cent of the tourism market in the two islands (Monteiro and Ferro, 2017).
One specific feature of tourism FDI is the frequent separation of ownership and control, where a foreign
investor without expertise in the sector can purchase land and build facilities for another foreign firm to
manage the franchising or management contracts (i.e. non-equity modes of investment). In Cabo Verde, this
type of arrangement is common (e.g. for brands like the Resort Group PLC and Melia Hotels International).

Fully-integrated European tour operators and travel agents are the main sources of foreign investment.
The largest and most influential operators are based in Germany and the United Kingdom (TUI, Thomas Cook). Tour
operators are the wholesalers of the all-inclusive product. Of the 11 all-inclusive resorts, four are owned by RIU
Resorts (Spain) and three by The Resort Group PLC (United Kingdom) (Monteiro and Ferro, 2017). TUI Group has
operated in Cabo Verde since the early 2000s through a joint venture with RIU. It is the largest tourism operator in
the country, with a hotel portfolio of five hotels. Another one is expected to open on the island of Sal in 2019.

Cruise tourism in Sdo Vicente, Santiago and Santo Ant&o is also significant. Porto Grande (Sdo Vicente
Island), Port of Praia City (Santiago) and Porto Novo (Santo Antdo) are the receiving ports for cruise tourism
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in Cabo Verde, which welcome major European and American cruise liners from, for example, Fred Olsen
Cruises, Costa Cruises, Aida Cruises, MSC Cruises and Oceania Cruises. The main source countries for cruise
passengers are the North American market and, with greater geographical proximity to Cabo Verde, the English,
Irish and German markets as well as other Northern European countries (Ministério do Turismo, 2014).

Though much smaller in size, projects by small individual investors, including from the Cabo Verdean
diaspora, are more geographically diversified and play an important development role. Small-scale
investors from the neighbouring Canary Islands (Spain) are particularly active in small and rural hotels, tourism
services and real estate. The impact of individual foreign investors has also been significant in terms of
introducing new and innovative concepts to restaurants and cafés (e.g. in Santiago, Sal or Boa Vista) that
enhances the quality of the tourism experience in these islands. Cabo Verde also has a resourceful diaspora
living in France, the Netherlands, Portugal and the United States of America. The diaspora is investing in smaller
tourist projects (pousadas and residenciais) in So Vicente, Santo Antdo, Fogo and Brava. They are also known
to have invested in summer houses on the islands where their families originate.

2. Impact of the all-inclusive model

The all-inclusive model has been a key driver of economic development in Cabo Verde. Overall, the all-
inclusive model is deemed to have improved the economic performance of the national economy. It has made
significant contributions in terms of increasing tax and duty revenues, strengthening the budget of State and
municipal authorities as well as bolstering foreign exchange reserves. Furthermore, the model has had a strong
impact in terms of employment creation, improving educational outcomes, as well as enhancing managerial
learning opportunities through in-house training programmes in large resorts. Finally, the model also imported
sophisticated marketing programmes, computerized reservation facilities, and established trade links, which
proved to be powerful competitive advantages and helped accelerate growth.

The direct and indirect effects of tourism on GDP and employment are significant. As mentioned in the
Context, tourism is estimated to account for over 17 per cent of GDP in Cabo Verde, through economic activity
generated by hotels, restaurants, leisure activities, travel agents, airlines and other passenger transportation
services. Furthermore, tourism also contributes to GDP indirectly throughout the supply chain, which if added
to direct impacts results in a total contribution of the sector to GDP of 44.5 per cent. It is estimated that this
will increase to over 55 per cent in the next 10 years (WTTC, 2017). The impact on job creation has also been
significant, given the labour-intensive nature of the industry. According to the INE, Cabo Verde hotels employed
more than 7,700 people in 2016, an increase of 20.5 per cent compared to 2015. The total contribution of
tourism to employment, including the wider effects from investment, the supply chain and induced income
impacts, was 91,000 jobs in 2016 (about 39 per cent of total employment). By 2027, the sector is forecast to
support 151,000 jobs (WTTC, 2017).

The vertically-integrated model, however, also poses challenges for domestic firms in the tourism value
chain... All-inclusive hotels are often run by vertically-integrated firms through ownership and/or alliances with
hotels, airlines and reservation systems. The ability of large tour operators to direct a constant flow of tourists
to Cabo Verde places them in a powerful position in price negotiations with local hoteliers and other national
service providers outside their integrated value chain. It allows tour operators to control various links in the value
chain by exercising their management control over planes, a network of travel agencies, cruise lines and/or
hotels. Operators therefore have a strong bargaining position vis-a-vis the rest of the value chain, which makes
the business environment more difficult for local companies operating in the sector. However, this bargaining
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power is not only the outcome of specific purchasing policies on the part of operators, but also reflects the
insufficient technical and logistical capacity of domestic firms and suppliers to meet the needs of international
firms (as discussed in sections B.4 and B.5 below).

...and the concentration of tourism activity has generated new development challenges for Cabo
Verde. The development of tourist facilities skewed towards resorts concentrated in Sal and Boa Vista has
increased economic inequalities between and within islands, and has raised concerns over environmental,
social and economic sustainability, Key issues include:

o Economic sustainability: most major tourist resorts import most of their inputs, thereby failing to generate
basic supplier linkages with the domestic economy; they also contribute little to the development of public
infrastructure, while enjoying large tax breaks.

»  Environmental sustainability: mass tourism puts huge pressures on water and electricity resources, as well
as threatens fragile ecosystems through tourist numbers, water pollution, waste production and other effects.
Sand erosion at the many Cabo Verdean beaches has emerged as a key environmental issue resulting from
human activity. Cruise tourism has also had implications for waste handling (UNDP, 2014). At the same
time, the big resorts were also leaders in implementing environmentally sustainable practices inside their
premises. With regards to water and energy conservation, big resorts can exploit economies of scale to
consume resources efficiently.

 Social sustainability: the internal migration to Sal, Boa Vista and Maio from the country’s other seven islands,
combined with the rapid pace of private investment in the sector, was not accompanied by public infrastructure
investment (e.g. in sanitation, housing, health, education, security). This has resulted in significant social
imbalances and the proliferation of informal settlements.

3.  Additional forms of tourism can create higher
value added and promote sustainable development

Product diversification beyond the all-inclusive model could increase value added and improve the
development impact of tourism. Other forms of tourism could integrate the existing offer and support economic
diversification, as well as produce higher value added with more linkages to the local economy. These forms include
the development of cultural, adventure and agricultural/eco-tourism as well as other leisure-related activities (e.g.
nautical and water sports activities, excursions), which so far remain largely underexploited in Cabo Verde.

Cultural tourism is known to have a high development impact, but its potential remains untapped.
Cultural tourists are known to spend substantially more than tourists on all-inclusive holidays. Their involvement
in cultural experiences also helps foster linkages with, for example, local artisans. Gabo Verde offers numerous
opportunities for cultural tourism, such as in the urban centres of Sdo Vicente, Santiago and Fogo. Festivals and
performances, as well as the richness of local creative industries and historical heritage sites are an important
feature of cultural tourism that could be attractive for residents and foreigners alike, including the diaspora
(box 2.1). However, municipalities have little experience of how to capitalize on the potential of cultural tourism
products, which, combined with the financial requirements for developing modern infrastructure, has inhibited
their visibility. For cultural tourism to have more of an impact, Government strategies and policies are needed
that could create integrated tourism products, facilities and services, which should also be coordinated and
marketed with tour operators and accommodation providers.
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Box 2.1.
Cultural tourism: reclaiming Cabo Verde’s historical heritage sites

Cidade Velha was added to UNESCO’s World Heritage List in 2009, marking Cabo Verde’s first entry to the international
community’s inventory of sites of outstanding universal value. However, the site is not yet ready to fully exploit its touristic
potential. Public transport is not available, and there are few visitors who consider adding a visit to Cidade Velha during
their stay in Praia, even though the town is only 15 km away from the capital city. Furthermore, historical buildings in the
town are in an advanced stage of dilapidation, and the signing of historical sites and trails is inadequate. Some foreign
investment has occurred in catering facilities, but the number of restaurants remains limited, and there is no offer of
cultural activities (e.g. concerts or festivals) that could help increase Cidade Velha's visibility.

The Government is aware of these challenges and has worked with international partners, including the Government of
Spain, to undertake restoration works. In 2017, the Ministry of Economy had considered a project to upgrade the city’s
infrastructure, with an estimated cost of about CVE 30 million, but budget constraints have prevented its launching and
the initiation of the works is not yet scheduled. The situation is no different in other islands where there is potential for
cultural tourism, including in Fogo. The municipality of Sao Filipe contains numerous buildings of high historical value
but which are in serious need of repair and pose a safety threat to tourists.

Source: UNESCO and interviews during the fact-finding mission for this review.

Travellers seeking nature and recreational/adventure experiences are another opportunity. These
tourists, primarily from European countries, usually have a higher purchasing power than leisure tourists and
are often motivated to support local artisans and agricultural producers. The islands of Fogo and Santo Ant&o,
for example, have remained less commercialized and offer opportunities for adventure tourists. At present
this tourism segment is generally small, but foreign investors have played a crucial role in commercialising
it (see the case of Zebra travel, box 2.6). Foreign investors could play a greater role in this segment, if the
proper infrastructure were in place. However, connectivity via air, sea and ground would have to be improved
to facilitate more independent travel to and around the islands. In addition, branding and quality guarantees for
rural tourism, supported by the Directorate of Tourism and Transports, could strengthen the positioning of this
segment.

A more diversified offer would also extend the benefits of tourism to other islands. The potential for
developing tourism in all islands and contributing to more balanced economic and social growth is high. Due
to their different potential, new products such as cultural, community-based, nature-based and health tourism
could be developed, beyond the established all-inclusive chains and the sun-sea-sand model. For instance, it is
already known that Santiago and S&o Vicente could have an important role to play when diversifying the tourism
product, as these two islands could leverage their international air access, larger population centres, agricultural
and service sectors and a vibrant cultural environment. However, the potential of the islands of Santo Antéo,
Sao Vicente and Sdo Nicolau is less known but also significant due to the uniqueness of the islands’ cultural,
historical and ecological assets (table 2.1).
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Table 2.1.
The tourism potential of Cabo Verde’s Islands

Island | Assets Potential tourism products
¢ O Praia: Capital city and political, administrative ¢ O Business travellers
: and economic centre of the country * O Cultural tourism
: o Cidade Velha: the first capital of Cabo Verde and the  : o Sun-sea-sand tourism
Santiago : birthplace of Cabo Verdean culture with the traditional : o Activities related to nature-
: manifestations, such as the Batugue and Tabanka : based tourism
¢ o Cove of Tarrafal: diving and exploration of the marine
: fauna and flora, traces of shipwrecks; natural
: parks of Serra Malagueta and Pico de Antdnia
: o Natural park of Monte Verde’s panoramic views ¢ O Cultural tourism with emphasis on
i O Popular festivals, such as Carnival and : archaeology and built heritage
i the Baia das Gatas Music Festival : O Eco-tourism: hiking, wildlife observation,
S0 : : ornithology and rural tourism
Vicente : i O Active tourism: water sports, diving,
H : horseback riding and sport fishing
: O Business tourism and events with fairs,
: congresses, incentives and events
i o Volcano Pico do Fogo with the Cha das Caldeiras crater: o Potential for nature-based tourism
: O Wine vineyards (e.g. Cha and Sodade) : and gastronomic tourism
¢ O Coffee production ¢ O Opportunities for diving, fishing
: O Monte Velho forest with its biodiversity : and medical tourism
Fogo : O Natural parks of Bordeira / Cha O Diaspora tourism
: das Caldeiras / Pico Novo :
i o City of Sdo Filipe with historical centre and
: constructions of the colonial type
¢ o Seafront with black sand beaches (e.g.
: Bila Baixo beach in S&o Filipe) :
: O Attractions with scenic beauty of valleys, ¢ O Eco-tourism: hiking, wildlife
: mountains and protected areas : observation, ornithology
Santo  : : O Cultural tourism with ethnic
Antao  : : tourism and built heritage
: : O Active tourism: canyoning, diving,
: horseback riding, and sport fishing
¢ O Valleys and Monte Gordo natural park i O Product features complementing
: O Habitat of rare botanical species : the tourist offer include
Sao : O Black and sand beaches in region of Tarrafal : hiking / trekking, diving,
Nicolau : o The old village of Ribeira Brava with colonial i O Historical-cultural tourism
architecture and historic buildings : O Health tourism
¢ O Vila do Tarrafal where the island’s port is located
: O Flat orography with few mountainous elevations i O Water sports and beach tourism,
Maio : O Extensive beaches of white sand : sport fishing, diving
] and crystal-clear water : O Health tourism
i o Salinas :
¢ O Architectural elegance of its typical ¢ O Nature, cultural and diving tourism
: buildings in Nova Sintra ¢ O Diaspora tourism
Brava @ o Culture and musical traditions :

: o Connection with the diaspora of the
: United States of America

o Base for small fishermen from neighbouring communities o  Bird and marine animal watching
i of Calhau and Sao Pedro (Séo Vicente) and Sinagoga (Santo :
Santa  :  Anto) :

(i ‘o Habitat of rare and endemic species, mainly seabirds
fo Island is a protected natural reserve

Source: Adapted from Government of Cabo Verde, 2010.
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Proactive policies and programmes are required to support a more diversified tourism offer. Targeted
policy interventions are required to overcome the challenges facing Cabo Verde’s tourism market and attract
investors to niche tourism sectors, like cultural and adventure tourism. Government efforts need to address
investment policy and promotion, entrepreneurship and linkages development, as well as tourism sustainability
initiatives. The following section presents a five-pronged approach addressing each of these areas and proposing
concrete policy recommendations. Given the scope and impact on different agencies and levels of Government
of the recommendations contained in this chapter as well as the previous one, the authorities should consider
establishing a multi-stakeholder observatory to follow up on their implementation and impact.
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5. POLICIES, TOOLS AND
INITIATIVES TO MAXIMIZE THE
SUSTAINABLE DEVELOPMENT
IMPACT OF FDI'IN TOURISM

The Government recognizes the development potential of a more diversified tourism model... The
National Strategy for Sustainable Development (PEDS) 2018-2021 highlights diversification of the tourism
sector as a pillar of sustainable growth. One of the four objectives of the PEDS is to “transform Cabo Verde into a
transit platform in the Medium Atlantic”. The Government aims to achieve this through the development of hubs
in the areas of maritime and air transport, diaspora investment, tourism, digital innovation, finance, commercial
and industrial services. According to the PEDS, the tourism component will focus on the consolidation and
improvement of sun-sea-sand tourism, and the diversification of national destinations and products in all islands
focusing on their cultural, historical and ecological assets.

...as well as the role of private investment and FDI in tourism diversification. The PEDS has identified
four main challenges to the tourism sector: competitiveness, sustainability, market concentration and impact on
the wealth and welfare of Cabo Verdeans. Private investment is also seen as a substitute, in the medium term,
to the expected decrease in ODA (see context) and could play a further role by smoothing balance of payments
constraints. It could also contribute to turning Cabo Verde into a leading model for sustainable tourism, based on
the diversified offer provided by the geography of its islands, its history, culture and nature. Given the country’s
needs in terms of capital, technology and qualified human resources, FDI, in particular, is expected to play an
important role in achieving the Government’s vision. By 2021, the Government expects FDI flows to contribute
to about 12 per cent of total GDP (up from 8 per cent in 2016). In this regard, FDI policies will focus on
strengthening confidence in the country, reducing red tape and promoting a sustainable economy (PEDS, p. 72).

A new national sectoral strategy for tourism is being discussed. The PEDS has been the subject of
public discussion and consultations, and the sectoral strategies of different ministries and agencies will need
to be aligned with it. With regards to tourism, the latest National Strategic Plan for Tourism Development
refers back to 2010—2013 and covered the following main areas: (1) access to and among the islands; (2)
general infrastructure for health, water and sanitation; (3) tourism infrastructure development, classification
and promotion; (4) institutional structure, centralization and coordination; (5) sustainability and conservation of
cultural and environmental resources; and (6) monitoring and evaluation. This strategy was biased towards the
promotion of sun-sea-sand tourism and did not pay sufficient attention to the linkages with other sectors of the
economy. A new long-term strategy for the sector’s development, more aligned with the PEDS, is currently being
developed with the support of the World Bank.®'

The Government will need to complement its tourism strategy with initiatives to derive greater benefits
from FDI. The remaining sections of this report aim to complement the Government’s strategic goals for tourism
by proposing some policy measures, tools and initiatives to better tailor FDI attraction to the country’s needs.
The report also proposes ways to enhance the sustainable development impact of FDI, in terms of job creation,
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entrepreneurial development, and economic diversification, both by sector and by geography. In this regard, it
will address each of the aspects described in figure 2.1.

Figure 2.1.
Enhancing the benefits from FDI in tourism — a five-pronged approach

1. Investment policy

5. Sustainability initiatives 2. FDI promotion

4. Linkages 3. Entrepreneurship

Source: UNCTAD

1. Investment policy

In the absence of sector-specific legislation, the general investment regime applies to the tourism sector,
with specific provisions in certain areas. For instance, the investment and tax legislation provide for special
treatment and exceptional incentives to certain large-scale investments (see chapter |, sections A and F). In addition,
Legislative Decree 2/93, Decree-Law 1/2005, Law 75/VII/2010 and Decree-Law 36/2005 regulate the creation and
operations of integrated tourism development zones (ZDTI), and assign the Tourism Development Corporation of Boa
Vista and Maio the responsibility to develop special tourism zones within these two islands (see below). Law 42/2014
regulates tourism activities taking place in natural environments, including in protected areas. Finally, Law 34/2014
on rural tourism deals with tourism facilities and services in agricultural and fishing areas.

Several aspects of the general investment regime have specific relevance for tourism investment and
its impact on sustainable development. In this regard, the regulations on access to land, tax, competition,
environment and labour are particularly important in determining the attractiveness of Cabo Verde to tourism
investors, and the impact their investment project can trigger. For instance, with regards to the competition
regime, there are concerns among stakeholders in the tourism industry that big tour operators can have so
much market influence in some of the islands (e.g. Sal and Boa Vista) that they crowd out competition and
contribute to the vertical integration of several market segments (e.g. ground transportation, excursions, guides
or catering). Likewise, given the weight of tourism in the overall economic geography of Cabo Verde, governance
issues, weaknesses in the land or environmental and social permitting regime as well as in the labour inspection
regime can affect the sustainability of the sector, but also the broader sustainable development of the country
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(e.g. the problems of beach erosion or absence of adequate housing and related infrastructure highlighted in
chapter I). Finally, it will be essential to address issues related to safety and security of both citizens and tourists
in high-tourism intensity areas, as they risk affecting the credibility of the entire tourism offering.

Tax policy can be a powerful tool geared towards supporting the diversification of tourism. Chapter | of
this report calls for streamlining the tax regime and reviewing incentives to ensure that only those incentives that
satisfy the following criteria are retained: 1) support sustainable development objectives; 2) reward re-investment
and capital expenditure; and 3) undergo cost-benefit analysis. Tailored incentives could be successfully utilized
to support the Government’s tourism diversification efforts. For instance, rather than offering indiscriminate tax
holidays and sector-wide incentives as is currently the case, the authorities could encourage specific outcomes,
e.g. by applying a higher investment allowance on fixed assets to hotels and facilities being transformed into
boutique hotels as well as business hotels and conference centres and supporting promoters that choose
tourism offerings beyond the all-inclusive. At the same time, tax incentives could encourage investment in
areas of the country with unfulfilled tourism potential. In the Dominican Republic, for instance, some tourism
incentives are structured to achieve specific geographic and infrastructure development goals (box 2.2).

Planning and zoning should be strengthened and aligned with the country’s tourism development
objectives. When the first large tourism projects were developed, in the island of Sal, the Government lacked
a land zoning plan to guide it. In order to achieve a more structured and disciplined development in the islands
of Boa Vista and Maio, the Government created in 2005 the Tourism Development Corporation as a public
entity which manages the land planning, licencing and transactions of all real estate located in ZDTIs that were
created in Boa Vista and Maio (see also chapter 1).6> The goal was to avoid challenges linked to a lack of land
use planning, that had characterised tourism development in Sal, and facilitate foreign investment. However,
the work of the Corporation was not exempt from problems. In 2009, land use plans were approved for five
of the six zones managed by the Corporation (three on each island). Planning was done in such a way that
plots were too big, which encouraged the installation of large resorts near the shores.® In addition, social and
environmental concerns were neglected due to underinvestment in public housing, water and sanitation, and
energy, and also because of inadequacies in the environmental and social impact assessment legislation (see
chapter ). According to UNCTAD's interviews, while some ZDTls also exist on other islands, land planning
and zoning have not been completed. If the Government wants to diversify its tourism development model to
attract investment beyond the all-inclusive type, it will be crucial for land planning and zoning to reflect these
objectives, e.g. by limiting plot size or imposing limits on the maximum number of rooms to promote smaller
capacity hotels. Encouragingly, in April 2018, Decree Law 18/2018 established the Office for the Management
of Special Touristic Zones, with the mandate to elaborate a strategy for urban and infrastructure planning as
well as investment in tourism areas. The Office was not yet operational at the time of completing this report.

Addressing infrastructure challenges will be key to fostering regional economic diversification and inclusive
tourism. The availability and quality of airports and inter-island marine transport are essential for the success of a
strategy to diversify tourism growth. In recent years, Cabo Verde has invested heavily in large infrastructure projects,
focusing on a network of airports, ports and roads. These investments have enabled the main international carriers
at the islands of Sal and Boa Vista to operate international charter and commercial flights, which have grown in
parallel to market demand for tourism. However, these investments fell short of achieving adequate national inter-
island connectivity. They also resulted in a skewed infrastructure development that promotes over-dependence
on the existing all-inclusive tourism model. As discussed further in sections 3 and 4 below, improving inter-island
connectivity is a pre-condition for diversifying the tourism development model, and also for the development of
supplier linkages and the promotion of local entrepreneurship and economic diversification.
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Box 2.2.
Tourism incentives in the Dominican Republic

In the Dominican Republic, Law 158 on the Promotion of Tourist Development for New or Low Development Locations in
Provinces and Areas with Great Tourist Potential, and for the Creation of the Tourist Promotion Official Fund, enacted in
October 2001, provides incentives for investment in a wide range of tourist businesses, including hotels and resorts and
complementary facilities such as conference centres, amusement parks, associated leisure and entertainment complexes,
as well as infrastructure such as cruise ship ports and water supply and sanitation services. The incentives (which apply
for 10 years and cannot be changed) are corporate income tax exemption, relief from import duties and tax on the transfer
of industrialized goods and services on equipment and materials used in the construction and initial outfitting of facilities,
relief from tax on the capital of companies and on real estate holdings and transfers. Moreover, investors can deduct the
investment cost from their other taxable income at the rate of 20 per cent per year for five years.

The incentives aim to encourage investment in areas of the country with unfulfilled tourism potential. In some areas,
the full range of incentives applies. In more developed tourism areas, such as Puerto Plata, the incentives only apply for
complementary facilities (i.e. excluding hotels and resorts). In two areas, only the relief on indirect taxes on constructing
and equipping hotels applies. The incentives can extend to concessions entered into with the State, for example, for the
construction of public infrastructure.

Source: UNCTAD, 2009.

Some progress on improving air connectivity has been achieved in the context of the ongoing
restructuring of national carrier, TACV. Growing deficits by the national airline carrier prompted the company
to stop inter-island flight operations. The Government then fast-tracked the granting of licences for the operation
of domestic flights to Binter airlines, a subsidiary of a Spanish conglomerate from the Canary Islands. The
Government is also working on the restructuring of TACV and on the conclusion of a management contract
with a private company, before considering the privatization of the company.5 One key challenge ahead, in
this regard, is the inclusion of public service obligations, which need to be considered in licensing contracts to
address connectivity gaps.

Concessions are being considered to support the attraction of private investment for infrastructure.
As referred to in chapter |, the UASE unit was recently created within the Ministry of Finance, by merging
the privatization and PPP units. The unit is gearing up to start better utilizing concessions and PPPs for the
management of existing infrastructure and the development of new projects. A modern PPP law was recently
adopted (Decree-Law 63/2015 of November 2015), and a Policy Framework and Procedures Manual for the
Implementation of PPPs followed in 2016. Finally, a project pipeline including 23 State-owned companies
that could be put up for privatization, concession or restructuring was published in the Official Gazette in
August 2017. It includes utility providers, but also maritime and air transport companies and other public
enterprises across various sectors. Interviews with relevant stakeholders indicate that the authorities are looking
primarily for strategic private sector partners to inject know-how and investment, rather than considering full
privatization. In line with good practice internationally, the UASE is working on developing the required technical
support and expertise, and received capacity-building assistance from the AfDB, the World Bank and the IMF. It
is also working on a strategy to develop capacities and awareness on the local private sector side, so that they
can participate in the PPP process and tendering.

Partnerships with the private sector can also be leveraged to improve smaller scale tourism
infrastructure to promote new market segments... Beyond large infrastructure needs, partnerships between
the Government and the private sector can also help in the upgrading and refurbishing of tourism-related
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infrastructure and supporting the diversification of the tourism model. These include investments needed to
improve tourism signage and maintenance of points of interest as well as tourism information services in almost
all the islands. It can also include conference centres, amusement parks, associated leisure and entertainment
complexes, marinas, medical clinics and equipment, solar panels, water desalination plants, re-furbishing of
historical sites and tourist attractions, building of water sports facilities, safety devices for adventure tourism,
among others. Some of these investments are relatively small projects which may be attractive to foreign
and domestic investors. One successful example, which shows the high-return for small investments in a
partnership approach is that of the Odje Azul project in Buracona on the island of Sal (box 2.3). A more proactive
approach to the promotion of these investments will be crucial to diversify the tourism industry and develop
niche segments in all islands.

Box 2.3.
The Odje Azul — when small projects have big impact

The Odje Azul Project is a successful initiative started in 2011 by a local investor in a coastal area of the island of Sal in
the protected landscape area of Buracona-Ragona. It has since become a major stop for tour visits, and the site is now
included in island trails advertised by hotels. It is also an example of how small investment in basic tourism infrastructure
could go a long way in creating sustainable outcomes.

With a total investment of CVE 30 million (about $330,000), the infrastructure developed includes a viewing point, public
toilets, showers, changing rooms, signage, green areas, picnic area, access ramps to the natural pools, wood footpaths,
lifeguards, a souvenir shop and a restaurant.

The project is also a successful example of a multi-stakeholder partnership between the Government and private sector
for the promotion of sustainable tourism. The infrastructure improved access for tourists while preserving the natural
beauty of the area. Furthermore, the use of wind power (90 per cent of the total electricity supply) helps address
concerns about pollution. As part of its social responsibility package, the company supports a primary school in Palmeira.
The next phase of the project entails the construction of a sewage treatment plant in partnership with Aguas de Ponta
Preta, the water, energy and waste management company in the region of Ponta Preta.

Further expansion is planned, including the building of a tourist information centre on the history and culture of
Sal, a “Blue Angle” area with photo and video exhibitions of the Odje Azul and a green area called “Garden of the
Islands,” featuring native plants from all islands. There will also be a cultural area displaying live music, national
dishes and drinks.

Source: UNCTAD interviews and asemana.publ.cv/?Buracona-de-cara-nova (accessed 12 February 2018).

...but enhanced stakeholders’ dialogue and engagement is needed. The General Directorate of Tourism
and Transport (DGTT), within the Ministry of Tourism and Transport, is the central tourism authority in Cabo
Verde. Because of the multifaceted nature of the industry, DGTT undertakes its work in coordination with a
series of other State institutions as well as the municipalities and non-governmental entities (box 2.4). With
regards to private actors, the principal stakeholders include international and national operators/agents,
sector associations and large companies providing accommodation and catering, transportation, leisure and
recreational services. More work will be needed from the Government side to mainstream and institutionalize
such mechanisms at the national level and in other islands (see section 5 below).
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Box 2.4.
Tourism regulation, development and promotion institutions in Cabo Verde

The roles and functions of various stakeholders in the promotion and regulation of tourism in Cabo Verde are as follows:

DGTT is responsible for tourism planning and projects, policy development, the elaboration of laws, regulations,
licensing and certification required by the law. It is tasked to maintain a database of information about the tourist
sector; create tourism development plans; develop tourism products that protect cultural and natural resources;
collaborate with other organisations that promote tourism domestically and internationally; coordinate zones
of tourist development; and maintain tourism statistics. In January 2018, the DGTT was transferred from the
Ministry of Economy and Employment to the new Ministry of Tourism and Transport.

Office for the Management of Special Touristic Zones. Established in April 2018 with the mandate to
elaborate a strategy for urban and infrastructure planning as well as investment in tourism areas, the Office is
not yet operational.

Tradelnvest is an autonomous State agency that aims to promote favourable investment conditions and
stimulate the promote exports (see below).

Tourism Development Corporation of Boa Vista and Maio plans and manages the integrated development
of ZDTls on the two islands. It is a public company set up by central government and two municipalities, Boa
Vista and Maio.

Pr6 Empresa aims to promote, facilitate and monitor the national private investment of MSMEs in all sectors
of the national economy (see section 3).

IGQPI is responsible for managing, coordinating and developing national standards, including for tourism and
fisheries. The institution has a mandate on registering patents and copyrights, industrial design and trademarks,
foster innovation, and mechanisms of technology transfer amongst others (see section 3).

Chamber of Tourism is a private business association formed in 2011 after the merger of two industry
associations: the National Association of Tourism Operators (UNOTUR) and the Cabo Verdean Association
of Tourism Real Estate Promoters (PROMITUR). It defends the interests of the industry in close cooperation
with the central and local governments and represents large and small national companies in the sector
(i.e. hotels, tour operators, restaurants, car rental agencies, sport and entertainment companies, real
estate companies).

Municipalities: On a local level, municipalities have a remit covering many aspects of tourism policy, particularly
with regards to real estate and land use planning and sensitive aspects of environmental performance (e.g. waste
management, water and sanitation).

EHTCV: The school is based in Praia and was built with the goal to increase the number of qualified tourism
workers. A Steering Committee formed by representatives of the government and the tourism sector supervises
its work. EHTCV collaborates with the Chamber of Tourism and specific agreements have been arranged with
hotels, restaurants or travel agencies for internships of young graduates and large numbers of qualified staff
have been provided to the hotels (e.g. hotel Melid in Sal). In 2018, EHTCV will open another branch in Sal.

Travel Foundation in Sal and Boa Vista is a sustainable tourism charity, based in the United Kingdom and
overseen by a local Gabo Verdean coordinator in Sal since 2013. Another programme is focused on resource
efficiency and service providers: the charity is working with hotels to help them reduce energy, water and waste
reduction. In Sal, the Foundation has set up a Destination Council.

Source: UNCTAD based on interviews during fact-finding mission; UNDP, 2014.
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The growing importance of tourism has helped raise awareness of the need for technical and vocational
education in Cabo Verde. Qualified human resources is central to Government strategies to ensure social inclusion,
reduce income inequalities and social asymmetries, and is one of the four objectives of Cabo Verde’s PEDS.
Given the skills requirements associated with the growing tourism industry, one key development has been the
establishment in 2011 of a new national vocational and training centre, the Cabo Verde Hotel and Tourism School
(Escola de Hotelaria e Turismo de Cabo Verde, EHTCV) in Santiago.% The school has helped build human capital
that has been praised by the hotel industry as meeting the quality of service delivery expected by international
visitors. However, the precarious situation of many families who cannot afford school fees and living costs in Praia
are a challenge to ensuring sustained enrolment at EHTCV. In addition, the training provided should also support
diversification into specific market niches beyond hospitality, which are not saturated and could potentially pay
higher wages, including tour guiding, ICT, cuisine, as well as environment, eco-tourism and sustainability.

The policy approach towards investment in tourism has largely mirrored the overall investment policy approach
characterized by passive facilitation, rather than proactive targeting of specific development outcomes, as discussed
in chapter | of this report. The examples of land zoning, tax policy or stakeholder engagement provided in this
section are cases in point. Attracting the type of investment that will diversify the existing tourism development
model and contribute more significantly to sustainable development will require a more holistic approach involving
adequate policies, tailored support initiatives, better infrastructure as well as more proactive investment promotion.
Looking forward, the participation and coordination of all stakeholders in tourism should be the basis of sustainable
development planning in Cabo Verde. With this goal in mind, it is recommended that the Government:

II.B.1. Prioritizes the strengthening of key laws and institutions of the general investment regime, to ensure
that investment policies promote tourism diversification and sustainable development. This involves addressing
the issues identified in chapter | of this report and, in particular, the regulations on access to land, tax, security,
competition, environment and labour.

I.B.2. Reforms the regime of incentives for the tourism sector to promote economic and regional diversification.
This includes:

— Applying higher investment allowance rates on fixed assets to hotels being transformed into boutique
hotels, business hotels, conference centres or other target activities.

— Encouraging investment in areas of the country with unfulfilled tourism potential by providing differential
incentives in those areas, while reducing them in well-developed tourism areas.

— Considering the extension of tax relief to concessions entered into with the State for the construction
of public infrastructure relevant to tourism.

11.B.3. Aligns land planning and zoning to the sustainable tourism development objectives. This involves extending
the land planning and zoning effort to all the islands of the archipelago and adopting regulations on the size of
the parcels as well as their use so as to promote the type of tourism development targeted by the authorities.

I.B.4. Leverages partnerships with the private sector to improve smaller scale tourism infrastructure. While
the current efforts to move forward with concessions and PPPs for large-scale projects are welcome, the
authorities should also consider leveraging smaller-scale private investment to foster the development of
infrastructure required to promote specific tourism offerings in the various islands. In this regard, jointly with the
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local authorities and all tourism stakeholders, a smaller-scale project pipeline should be compiled for each of
the islands, which would lead to the formulation of concrete investment opportunities to be marketed through
traditional channels as well as by leveraging Cabo Verde’s diaspora in various countries.

I.B.5. Broaden tourism education to accompany diversification. Work with education stakeholders (i.e.
professional schools, the Institute of Employment and Vocational Training) to bolster the curricula for TVET
programmes and offer training for professions that meet existing market needs, but also offer the range of skills
required to support the tourism diversification effort.

2. FDI promotion

Investment promotion agencies can play an instrumental role in leveraging FDI for the development of
sustainable tourism. Their knowledge of the national market and investment opportunities can direct investors
to priority niche markets identified by development plans (box 2.5). They can also play an active role in extracting
the benefits from investment, by promoting local sourcing as well as business linkages opportunities. The
main challenge for investment promotion agencies is to design investment facilitation and targeting activities
coherent with their country’s development strategies and to become fit for purpose in terms of tools, resources
and expertise.

In Cabo Verde, a new investment promotion agency was put in place in 2016. The first Government
focal point for foreign investment in Cabo Verde, established in 1990, was the Centro de Promogéo Turistica,
do Investimento e das Exportagoes (PROMEX), whose mandate focussed on the promotion of tourism-related
activities (both tourism promotion and tourism investment attraction) and on export promotion. The entity was
renamed in 2004 after the Government merged the Enterprise Development Support Institute and PROMEX in
what became Cabo Verde Investimentos (CI). The role of Cl was to facilitate investment across the economy by
guiding and assisting potential investors in preparing investment applications for submission to Government
authorities. Its investment promotion approach was mostly reactive and the agency relied substantially on its
capacity to administer special economic zones — namely, one EPZ in S&o Vicente and the ZDTIs in other islands.
With the passing of Decree-Law 41/2016, the investment promotion agency has been re-named Cabo Verde
Tradelnvest (hereafter Tradelnvest). Formerly under the umbrella of the Ministry of Economy and Employment
Tradelnvest reports directly to the Ministry of Finance as of 2018.

Its mandate follows good international practice and includes pro-active investment promotion. The goal
of the recent transformation of the agency was to provide it with a narrower and more focussed promotional
mandate, both for export and investment promotion. Tradelnvest is constituted as a public entity with a remit
on the promotion, dissemination, coordination, facilitation and monitoring of investment opportunities. The
agency also has a remit on export promotion of goods and services produced in Cabo Verde, but not on
tourism promotion, other than attracting investment into the sector. Also in line with international good practice,
Tradelnvest does not administer any regulatory functions and it is neither involved in the allocation of investment
incentives nor in the approval of investment contracts, which are the responsibilities of the Council of Ministers.

Tradelnvest is working towards increasing its effectiveness within the limited resources allocated to
it. The new Government formed in 2016 changed the management of the agency. The board now comprises
three managers from the private sector, who have been tasked with relaunching the agency and increasing its
effectiveness. According to the organizational structure approved and in force since April 2017, Tradelnvest
counts 26 staff divided among several administrative functions, across four functional teams performing
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promotion tasks (figure 2.2). The management and finance department has six employees. Considering the size
of the economy, this structure should provide sufficient human capacities for undertaking effective investment
promotion, although their current distribution appears skewed towards management and supporting services,
and the recent addition of an export promotion mandate may be a drain on the agency’s limited resources.5®
Indeed, Tradelnvest’s budget for 2018 stands at about $1.1 million — of which about 75 per cent is allotted to
wages. In order to maximize its effectiveness, Tradelnvest has engaged the assistance of external experts who
are carrying out an in-depth review of its mandate and activities. One of the deliverables will be the formulation
of a strategic investment promotion plan for 2018—-2021.

Figure 2.2.
Cabo Verde Tradelnvest — organizational structure
Management
Board (3)

Advisory Board Aitdai’f[l(l)tro(r%
-Ofﬁce of - Support Office
Director (4) )
Management

Investment Exports ;
Department (6) Department (2) D:pne?rtlr:rllr:ei?ig)

Marketing and
Image
Department (2)

Note: The figure in parenthesis represents the number of staff in each department or unit.

Tradelnvest is also mandated to engage in a series of new functions. The draft Action Plan for 2018-
2019 of the agency includes an ambitious list of objectives and steps to be undertaken with the goal of
improving promotion activities. The plan is divided across eight goals for investment promotion, six goals for
export promotion and two for improving administrative efficiency. Each goal is assigned a series of actions with
respective indicators of achievement. The objectives for investment promotion include the mapping of investors;
database management; promotion and investment attraction activities through conferences and workshops;
developing branding and image building; improvements to facilitation and monitoring of investment projects;
enhancing the online platform; and undertaking aftercare and policy advocacy services. Whereas the draft
Action Plan seems comprehensive for the long-term development of Tradelnvest, it runs the risk that resources
may be spread too thin if all actions are undertaken over only two years. Some prioritising amongst planned
actions is needed to ensure success.

Investment facilitation efforts are advanced...Tradelnvest offers an electronic platform that serves as a
one-stop shop. The platform aims to increase efficiency and effectiveness of the investment process, improving
understanding and communication between the agency, its customers, public and other private stakeholders as
well as developers of domestic and foreign investment projects. The one-stop shop offers, on a single platform,
all the necessary services once scattered across various institutions. It is accessible for investment projects
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totalling CVE 50 million or more. The goal is to promote efficiency and de-bureaucratization of the investment
process, ensuring that it is completed within @ maximum period of 75 days. The business facilitation activities
of Tradelnvest have received praise from foreign investors interviewed by UNCTAD in preparation for this report.

...and other investment promotion functions are under development. Other than business facilitation and
some limited investment promotion activities through participation in fairs and other events, the key functions
of Cabo Verde’s investment promotion agency are still under development. Experience worldwide has shown
that general investment promotion campaigns are significantly less effective than specialized and pro-active
investor targeting techniques focussed on presenting concrete sectoral, or even niche, investment opportunities
to selected investors. Pro-active investor targeting has also proved effective in fostering the development of
sustainable tourism (box 2.5). Likewise, the relevance of investor aftercare functions in investment promotion has
increased over time, due to its capacity to generate re-investment. Tradelnvest has internalized the need to adopt
modern techniques and is working on developing these functions. As part of its Strategic Plan, the agency plans
to map investment opportunities on all the islands in some sectors, including tourism, ICT and agri-business.

Box 2.5.
Pro-active FDI promotion as a tool for tourism diversification: the case of Chile

Chile recognizes the importance of fostering national and foreign investment in sustainable tourism as an engine of
growth. The National Plan of Sustainable Tourism Development includes a component on “Diversification of Experiences”
to foster the development of tourism based on the country’s cultural and natural heritage. A strategy to attract investment
— the Invest Tourism Initiative — was launched in 2016 by Invest Chile, the IPA, with the involvement of several
government entities, including the Ministry of State Properties, the Ministry of Economy, Development and Tourism, the
Undersecretary of Tourism as well as the National Tourism Service. Together they form the “Invest Tourism Team”. The
aim of the initiative is to diversify the supply of nature-based tourism services through projects, of different sizes and
types, with sustainable development impact.

The key elements of the strategy include opportunity mapping, branding as well as promotion. As a first step, the Invest
Tourism Team mapped opportunities for sustainable tourism investment in 27 destinations across the country. The team
selected properties with a high potential for development, considering characteristics of the destination and property, as
well as local communities’ needs. The initiative is expected to channel a total investment of $32 million into sustainable
tourism. The opportunities identified went for a public call of interest, launched in September 2016. Through this first call,
Invest Tourism received 31 proposals covering 11 opportunities. A second call of interest was launched in 2017 to attract
investment to protected areas. In addition to the core group of Invest Tourism, the Ministry of Environment, the National
Forestry Corporation as well as the management units of protected areas also participate in the selection of projects.

As for branding, Chile launched a new exercise in 2016. It aims to adopt a single country identity, Brand Chile, in areas such
as culture, sports, exports, investment, tourism and international relations. For example, Travel Chile promotes tourism and
Invest Chile promotes investment, with both relying on a clear identity that emphasizes the country’s attributes.

Finally, Invest Chile elaborated a strategy to attract investors in strategic priority sectors, and has identified target
investors in Australia, Brazil, Canada, China, Europe and the United States. The strategy includes participating and
organizing high-profile events, conducting targeted promotional activities on digital platforms, and promoting Chile
in foreign media. More specifically, tourism investment was promoted at events organized in targeted countries in
partnership with local business associations (during the Chile Week in China, the Chile Week in the United States and at
the International Investment Forum in Chile).

Source: Invest Chile, 2017 and Government websites (subturismo.gob.cl/inversiones/, invierteturismo.cl/invierte-turismo/, marcachile.cl/English and investchile.gob.cl/es/noticias/)
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It will be important to align the new plans for investment promotion with objectives to diversify the
tourism development model and increase its impact on sustainable development. The main challenge for
IPAs is to design investment facilitation activities coherent with development strategies. To develop a successful
strategy to attract investment in tourism, UNCTAD outlines a number of steps that include: mapping out of the
current offer on the islands for inward investment projects in the tourism sector; identifying international mobile
tourism projects and matching them with local opportunities; ranking these investment opportunities based
on a range of selection criteria like the value of the project, sustainability, and the competitive position in the
marketplace; developing a marketing strategy in close cooperation with the Ministry of Tourism and Transport,
DGTT and other relevant State institutions; targeting firms for specific investment projects; and tracking results
and modifying the strategy if necessary (UNCTAD, 2010a). Branding, market intelligence, investor targeting and
aftercare require specific knowledge of market trends and business behaviour, and it is important that they be
undertaken by dedicated professionals with substantive private sector expertise. The following summarizes key
challenges and potential actions to be undertaken for each of these new functions:

» Image building. The strategic plan for Tradelnvest includes image building, which aims to re-calibrate the
international brand of Cabo Verde and highlight the opportunities for business and investment in the country.
Image building activities should include promotional tools to convince prospective investors that Cabo Verde
is a good place to invest. The former Cl was mandated to carry out, in addition to investment attraction
efforts for the tourism industry, activities to market the country as a tourist destination. Overall, its branding
and marketing efforts were not satisfactory, due in part to the allocation of limited resources, but also by
the fact that attracting tourists requires a different approach to promoting investment. For this reason, the
marketing of destinations is typically carried out by national tourism marketing organizations or tourism
boards on behalf of the government. The removal of the tourism marketing function from the mandate of
Tradelnvest is therefore a welcome development. In the absence of a tourism board, the DGTT (box 2.4)
has the remit for tourism policy and promotion. Due to lack of adequate capacities or resources, however,
the DGTT has thus far mainly relied on tour operators and travel agencies to market its opportunities, which
has helped to shape and position it internationally as an all-inclusive tourism destination. A reorientation of
this image is required to attract the interest of both investors and tourists in other segments of the industry.

» Research and market intelligence. Improving the knowledge base at Tradelnvest on research and market
intelligence implies analyzing global trends in the tourism industry and learning about its sub-sectors or segments
that are more likely to produce intended development outcomes (industry structure, key players, and international
trends). This research and intelligence are key to informing investor targeting strategies. The current action plan
foresees some of these activities, but it is not specific as to which segments within each sub-sector to screen.
Thus, a first step may involve undertaking a global screening of potential investors in the target segments of
the tourism industry, with a focus not only on Europe, but also on Africa, the Middle East and Asia as well as the
United States of America, and on countries where the Cabo Verdean diaspora is more active. Such an approach
would allow for a greater diversity of businesses and a wider and more heterogeneous investor database.

« Proactive investor targeting. This function will be key to move away from the all-inclusive tourism model.
So far, investment promotion in Cabo Verde has been reactive, with information and support being provided
to potential investors who first make a contact. The result has been a passive reliance on the work of
international tour operators who discovered the country’s potential and negotiated investment contracts to
set the conditions for their operations. Targeting investors in a proactive manner could foster diversification of
the tourism industry and thus reduce the dependency on the all-inclusive segment. As mentioned in section
B.1, given the characteristics of some of the targeted market segments (agricultural tourism, adventure,
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sports tourism) investment may be needed to develop new tourism ventures and also to improve the required
infrastructure (i.e. improving roads, building water sport facilities, upgrading safety infrastructure in the
mountains). Thus, coordination with other sectoral ministries is central to determine in which areas private
investment could play a significant role either through public concessions or small PPPs.

« Aftercare services. Once investors are established, it is important that Tradelnvest supports the investor to
navigate through the complexity of local business regulations and overcome potential obstacles for reinvestment.
Until recently, however, the focus on business facilitation neglected the development of aftercare services.
Although investors consulted for this this review have acknowledged that the Government reacts to business
concerns (e.g. by assisting with infrastructure and operational challenges that require communication among
different agencies and ministries), it often takes place through personal contacts by individual investors in key
government entities rather than established institutional mechanisms. Creating such mechanisms would go a
long way to incentivise reinvestments, and is particularly important to facilitate smaller companies, which are
the natural targets of the new tourism strategy. This could be done by strengthening partnerships between
Tradelnvest and the management teams of foreign firms already operating in Cabo Verde with the goal of
addressing their ongoing daily operational challenges (“troubleshooting”). Tradelnvest is aware of the need
to concentrate efforts on this service and its action plan for 2018—2019 will focus on retention, expansion,
embedding and diversification of existing investments (Cabo Verde Tradelnvest, 2017).

Cabo Verde is set to join other developed and developing countries in adopting modern investment promotion
techniques, and Tradelnvest is gearing up to perform the new tasks. The payoff in terms of attracting the type of
investment that can best contribute to the sustainable development objectives of the country can be significant. A
more pro-active approach by Tradelnvest would also be important to signal the change in the overall approach to
investment policy and attraction that is called for in this report. Developing the skills and techniques to carry out the
new functions will be critical. It is also important that Tradelnvest does not work in isolation but as part of a broader
Cabo Verde approach in which the key tourism sector stakeholders are aligned around a common vision for the
country, which translates in a shared message to the rest of the world. In this regard, the authorities should consider:

I1.B.6. Developing a destination brand focussed on the sustainability of Cabo Verde as a tourism destination.
Although operators helped position the country in the international markets for all-inclusive tourism, they have
also skewed tourism demand towards an enclave sector with limited opportunities for linkage development (see
section 4 below). It will be important to ensure that a new destination brand is formulated and that it:

— Stems from the objectives of the tourism development strategy currently being elaborated,;

— Isdeveloped in coordination with all tourism promotion stakeholders. This includes the DGTT, Tradelnvest,
the Tourism Development Corporation of Boa Vista and Maio and the ZDTIs.

— Aims at positioning Cabo Verde as a lead destination for sustainable tourism and attracting increased
interest across different segments of the industry; and

— Forms the basis for the image-building activities of Tradelnvest (see recommendation I1.B.8).

II.B.7. Setting up a professional Tourism Board — supported by DGTT and the Chamber of Tourism — with
a mandate to conduct and implement some of the business operations for the promotion of the portfolio of
available tourism products as well as performing informational activities. A strong destination brand managed
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by a professional tourism board could help raise awareness for tourists of a more diversified offer of products
in Cabo Verde, which will be supportive for investment attraction efforts into tourism.

I.B.8. Supporting Tradelnvest to implement the new investment promotion functions set out in the Strategic
Plan. In particular, based on UNCTAD’s research on successful FDI promotion in tourism (UNCTAD, 2010a), the
Government should consider prioritising the following aspects:

— Image building and branding: Tradelnvest should implement the investment-related component of the
image-building exercise (recommendation I1.B.2.6 above on country’s brand), and develop a shared
message stressing the fact that Cabo Verde is a destination for sustainable tourism investment
activities. Measures could include attending investment trade fairs (e.g. the Africa Hotel Investment
Forum) and participating and/or organising promotional events in target countries. This includes the
diaspora markets as well as nearby African countries, whose role is likely to increase if alternative
tourism models are explored (see section B.3).

— Research and market intelligence: proceed with the planned identification of subsector-specific
advantages (e.qg. cultural tourism, adventure tourism) on each of the islands and undertake gap analysis
of infrastructure investments that are needed to enhance their tourism potential. Concrete investment
project opportunity briefings and profiles should be produced as an outcome of the research process
and inform the investor targeting exercise.

— Investor targeting: efforts should aim, in a first phase, to generate lists of potential companies to be targeted
in each target subsector (leads) and customised to the resources available in each of the islands (see section
A). Leads should then be approached following a communication strategy including consistent messages
across various platforms (including internet, telephone and personal visits). The country’s diplomatic offices
abroad can prove effective partners in this effort. Indeed, most of Cabo Verde’s overseas embassies and
consulates are in potential host countries, such as Brazil, France, Germany, the Netherlands, and the United
States. There is therefore good potential to utilize diplomats in the targeting effort.

— Aftercare services: move forward with the implementation of the action plan to foster better services
for retaining and expanding existing FDI. Adequate project tracking mechanisms should be adopted
to ensure that up to date data on existing investors is available, and that all aftercare initiatives and
exchanges with investors are recorded and accessible within Tradelnvest.

— Staffing: the current staffing balance within Tradelnvest is skewed towards management and support
services. Carrying out the functions discussed above in an effective manner will require reviewing
the current staffing balance and adding adequately trained staff for investor targeting and aftercare
services, which are important, but also labour-intensive functions.

UNCTAD stands ready to provide technical assistance and much needed capacity-building to the staff of
Tradelnvest (as well as the country’s diplomats) on investment promotion and facilitation issues.

3.  Entrepreneurship

Investments in the tourism sector could contribute more, both directly and indirectly, to the growth of
indigenous ownership and local entrepreneurship. MSMEs could become involved in a variety of activities such
as energy supply, the development of craft markets, guiding services, restaurants and cafes, waste management,
water use, management of attractions and the development of new ones (Camillo, 2015). Also, the marine
economy in Cabo Verde offers entrepreneurship opportunities across a range of activities, including aquaculture,
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ocean energy and biotechnology. The development of small domestic enterprises in each of these activities
could also foster sustainable development. For instance, entrepreneurs could provide green and environmentally-
friendly products and services (e.g. waste management), introduce greener production techniques (e.g. wind
parks in Santiago), boost demand for green products and services (e.g. eco-tourism in Fogo), and create decent
jobs. Tourism investment also has the potential to enhance spillover effects for the local community, as shown in
the good practice examples of the hotels Odjo d’Agua in Sal and Zebra in Fogo (box 2.6).

Untapped opportunities exist to more actively engage the investment potential of the diaspora.
Remittances have historically played an important role in supporting consumption and national savings (AfDB,
2012). However, remittances may progressively become directed to investment opportunities rather than to
smoothing consumption (IMF, 2008). For example, in S&o Vicente about fifty per cent of small accommodation
establishments, pousadas and residenciais, were funded by Cabo Verdeans from the diaspora (Mitchell, 2008).
With targeted initiatives, they could become incentivized to undertake tourism-related direct investments.
Returning diaspora could also bring in skills, knowledge and additional investment opportunities. Diaspora
business owners could furthermore contribute to bolstering entrepreneurial skills and build on their trade
networks in other countries. A first step in this regard is being explored by the UNDP and the Ministry of
Finance, which plan to launch “Diaspora” as a potential new source of long-term, stable and relatively less
expensive external finance (UNDP, 2017). This initiative could be usefully complemented by a programme to
foster diaspora FDI, following the experience of other countries, such as Mauritius, which has set up a Diaspora
Scheme, including tax and other incentives for high-skill citizens returning home.

Box 2.6.
Examples of tourism initiatives that foster local entrepreneurship in Cabo Verde

Strengthening interactions between tourism and other productive sectors can create jobs, foster structural transformation at
the local level, increase demand for local products and generate sustainable benefits. Some examples exist in Cabo Verde.

The Odjo d’Agua Hotel on the island of Sal is an example of how to build strong linkages with the local economy. The
hotel promotes a responsible relationship between tourists and the local community by offering a genuine Cabo Verdean
experience to its guests. Its restaurant provides fresh fish and fruits that are all locally sourced, and products not
available in Sal are purchased from other islands. For example, the coffee and goat cheese are from Fogo, the grogue
(a local alcoholic beverage made from sugarcane) from Santo Antdo and mineral water from Santiago. The hotel also
employs local artisans in construction-related work and supports national musicians.

Zebra Travel is a small family-run business that offers customized tourism packages. Owned by a Danish investor and
located in S&o Filipe (Fogo), Zebra Travel started its operations in Cabo Verde in 2007 and currently manages two hotels.
It is committed to promoting sustainable tourism through the preservation of Fogo’s landscapes, local sourcing of most
food products, including through growing them ecologically in the company’s farm and greenhouse using aquaponic
technigues. The construction of an ecovillage is envisaged and will include summer residences, gym, tennis court and
country club, all powered by solar energy.

Sources: UNCTAD, 2017D, and interviews during the fact-finding mission.

However, several obstacles to SME development and the establishment of successful linkages between
tourism projects and the local economy persist. In 2010, MSMEs accounted for 97 per cent of all companies
in Cabo Verde, out of which micro enterprises represented 84 per cent of the total. MSMEs are also responsible
for 48 per cent of total employment (Sociedade de Desenvolvimento Empresarial — SDE, 2010). This is broadly in
line with the average contribution of MSMES to employment in emerging economies (45 per cent), but much lower
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than the average for the Organization for Economic Cooperation and Development’s (OECD) economies (70 per
cent) (OECD, 2017). Some challenges contribute to the fragility of the MSME sector in Cabo Verde. These include,
in particular: a) high input costs (notably electricity, water and transport) related to the geography of the country; b)
challenges in the regulatory environment, such as those discussed in chapter | of this report (e.g. unfair competition,
access to land, bureaucratic hurdles etc.); ¢) skills and technology gaps, including both financial literacy and
entrepreneurial skills, lack of product and process certification (section 4 below); and d) limited access to finance. A
comprehensive approach will be needed to alleviate these hurdles so that MSMES can play a more active role in the
economy, including in the tourism sector.

Among the infrastructure-related obstacles, transport represents a key bottleneck. All private stakeholders
interviewed during the fact-finding mission stressed that existing routes for inter-island and international air
cargo transport are insufficient and expensive. More frequent connections are required with higher freight
capacity at competitive prices to ensure effective supply by the industrial and agricultural producers located on
other islands. The inter-island maritime cargo transportation suffers from irregular schedules, lack of refrigerated
containers and high costs. It is thus not an option for most domestic businesses — largely MSMEs — willing
to cater to the hotel industry (or export internationally). Furthermore, growing business concerns with quality
standards imply that sea shipments are no longer an alternative to air transport, as the longer transit times
prevent timely deliveries.

The lack of entrepreneurship education and training opportunities is another barrier. Innovation and
entrepreneurship in tourism are dependent on human capital that can create knowledge as well as absorb and
use new technologies, especially among young people. Entrepreneurship development also requires behavioural
changes that can enable business opportunities. These can be learned both through formal and informal education.
At present, the education and training system of Cabo Verde is not able to provide the market with the range of skills
needed to capitalize on the various business opportunities that the tourism sector can offer. The challenge is not
limited to professional skills, but also to higher education. Within the graduate business programmes at the University
of Cabo Verde, there are not enough professors with a private sector background. With regards to financial education,
interviews with stakeholders showed that many MSMEs are too prone to problems of cash flow and non-performing
loans because they do not necessarily invest in productive activities. Thus, improving entrepreneurship education
remains a priority.

Entrepreneurs also face challenges with upscaling small firms...Particularly in the tourism sector, the size of
operations of the larger hotels poses a challenge for small entrepreneurs, the large majority of which are micro-
enterprises, as the scale and quality of inputs demanded by the international operators are factors that reduce their
chances to participate in the sector’s value chain. As further discussed in section 4 below, the main reasons cited
by hotel managers for the low share of purchases from local suppliers include concerns about quality, price and/or
timeliness of delivery.

...and limited and expensive access to credit is one of the causes. Access to finance for MSMES is problematic.
Local entrepreneurs have difficulties accessing business investment opportunities in tourism-related activities, as
financing remains a major constraint to them. Interest rates by local banks vary between 12 and 14 per cent, and
collateral requirements are very high. According to interviewed stakeholders, banks often request two conditions to
grant credit: i) collateral guarantees of up to 120 per cent of the value of the loan; and ii) a minimum of 25 per cent
of equity. Furthermore, the stock exchange is under-developed, and start-ups have little business experience. Thus,
banks find it hard to evaluate their business plans. Microcredit is also available (for loans up to CVE 5 million) but
their interest rate is higher (on average 24 per cent but could go up to 36 per cent).
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Risk capital funds are under-developed. In Cabo Verde, as in other countries, legislation on venture capital
financing prevents financing institutions from controlling the companies they are invested in (i.e. their ownership
cannot be more than 49 per cent of the invested firms’ share capital). The outcome of this legal framework may be
detrimental to company upscaling, when new entrepreneurs lack the expertise to make their business sustainable in
conditions of limited credit. Government support programmes can make up for this finance gap, by providing financial
and accounting literacy training to entrepreneurs, and encouraging responsible borrowing and lending. Government
measures providing incentives to attract business angels, and to introduce performance-based loans for sustainable
innovation and green growth could be considered.

A new agency was recently created to promote private sector development and innovation. In 2009, the
Government set up an agency in charge of promoting entrepreneurship (ADEI) focussing mainly on the needs of
MSMEs. In 2017, the agency was re-named Pro Empresa, and its mandate was enlarged to include actions to
promote, facilitate and monitor national private investments of MSMEs, offer one-stop-shop services (for investments
up to CVE 50 million), and also foster the national system of innovation. In line with good international practice, Pro
Empresa’s mandate encompasses not only enterprise, but also entrepreneurship promotion. However, the changes
in mandate have also implied that technical capacity-building activities (such as incubation), which were previously
undertaken free of charge by ADEI, have, at least for the time being, been outsourced to the private sector. Pro
Empresa has two main programmes for entrepreneurs in place, one that focuses on start-ups (already operational)
and another one on microfinance (being developed and discussed below).

The creation of a multi-stakeholder entity, the Entrepreneurship Academy, under the leadership of
Pr6 Empresa, can play a key role in developing an entrepreneurial culture in society. The promotion of
entrepreneurial skills, as specified in the Pro Empresa strategic plan, should not focus exclusively on enabling skills
(hard skills), including basic start-up knowledge, business planning, financial literacy and managerial skills (Pro
Empresa, 2017). Equally important are attitudes (soft skills), such as persistence, networking and self-confidence.
Effective entrepreneurship education policies and programmes focus on enhancing soft entrepreneurial competencies
and skills. They are transferable and beneficial in many work contexts and can create a more entrepreneurial mindset
among different segments of the population. In this respect, Prd Empresa could benefit from international good
practices and existing programmes, including UNCTAD’s EMPRETEC programme (box 2.7).

Programmes for start-ups have improved access to finance and business incubation, but eligibility
requirements are narrow. A credit programme for start-ups is operational in all islands (with the exception of Boa
Vista) to stimulate entrepreneurship for youth between 18-35 years old. In addition to the age requirement, business
owners need to hold a university or vocational education degree and own at least 60 per cent of share capital of
the firm. The programme has a credit line of CVE 725 million, and the loans are channelled through commercial
banks. The loans can vary between CVE 500,000 and CVE 5 million, of which the Government guarantees 50 per
cent of the value at any time through a mutual guarantee fund.® Incubation is mandatory for approved projects
to reduce inherent risks and requires between six and 24 months. As part of the programme, the Association
of Young Entrepreneurs of Cabo Verde (AJEC) and the Association of Professional and Business Women of Cabo
Verde (AMEPCV) provide assistance in management training, business and marketing. They also assist with project
evaluation. The costs of incubation are paid in part by the Government (i.e. up to one year of incubation costs).

A broader microfinance programme is envisioned. A programme, known as Fomento 0 micro
empreendedorismo, was about to be initiated at the time of the fact-finding mission for this review. It is a
programme with similar application procedures than the young entrepreneurs’ start-up programme, but without
age-related eligibility requirements. The maximum amount of a loan is CVE 1.5 million and the entrepreneur
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should be the owner of at least five per cent of equity capital of the company (in some cases an incubator could
contribute the equity finance). The interest rate charged is maximum 12 per cent, and the loans are channelled
through commercial banks and microcredit institutions. The Government provides a subsidy, which effectively
lowers the interest rate to 7.5 per cent. The incubation period is between three and six months, with 50 per cent
of the costs subsidised by the Government. The first call for applications will be launched in 2018.

Box 2.7.
EMPRETEC - inspiring entrepreneurship around the world

The EMPRETEC initiative, operated by UNCTAD, is an integrated capacity-building programme implemented
through national centres and operational in 40 countries. Established in 1988, EMPRETEC has successfully
trained over 442,000 people, including potential entrepreneurs with promising business ideas, start-up
companies with good bankable project proposals as well as existing SMEs that have a track record of good
business performance. Its trainees include aspiring entrepreneurs, women, young people and employees of large
public or private firms.

EMPRETEC’s core activity is its Entrepreneurship Training Workshop, which is designed to strengthen the
entrepreneurial competencies of participants and to apply them in their planned or existing businesses. Training
workshops offer different levels of instruction, with courses of up to 10 days with interactive coaching based on
business challenges experienced by the participants. Workshop fees vary from country to country, depending on
local conditions and the availability of donor funding. Training sessions are delivered by a pool of 600 certified
local trainers and 60 international master trainers. In each country, the EMPRETEC programme is established
following a request from government. The implementation of the programme requires the following steps:

Selection of a national partner;

— Selection of an EMPRETEC director/coordinator;

— Delivery of training, using the international master trainers network, to advise on programme sustainability and
train local trainers;

— Establishment of an executive board drawn from the private and public sectors to provide strategic direction
and ensure coordination among stakeholders.

Source: UNCTAD, 2017¢ and EMPRETEC annual reports, available at empretec.unctad.org/?page_id=77.

Obstacles to the up-scaling of small firms range from infrastructure and regulatory aspects to skills and technology
gaps as well as access to finance limitations. The nature and scale of these issues are such that no individual agency
can hope to tackle them all successfully. Indeed, in all countries, entrepreneurship and enterprise development require
a more holistic and systemic approach. The efforts of Prd Empresa, clearly outlined in its strategic plan, should be
integrated in a “whole of government” approach, with strong commitment at the ministerial level and coordination
across ministries. Under the leadership of Prd Empresa, the entrepreneurial eco-system should be strengthened
in partnership with the private sector and other civil society stakeholders, including academia, non-governmental
organizations and community organizations. Business associations, such as AJEC and AMEPCYV, should also play an
important role in this approach and should be actively supported, as they make it possible for entrepreneurs to speak
and act collectively. UNCTAD’s Entrepreneurship Policy Framework and Implementation Guidance provides a useful
methodological tool towards adopting a systemic entrepreneurship promotion approach (UNCTAD, 2012a). Following
the Framework, the Government is encouraged to:
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11.B.9. Enhance the effectiveness and promote a well-functioning entrepreneurial ecosystem by formulating a
national entrepreneurship strategy. Current entrepreneurship support policies are largely limited to subsidized
finance initiatives, which are considered insufficient by existing entrepreneurs. A more holistic approach to
entrepreneurship development is needed, which would tackle the following aspects:

The optimization to the regulatory framework, including the issues discussed in chapter I.

— The promotion of entrepreneurship education and skills development;

The facilitation of technology exchange and innovation;

Improvements in access to finance; and

The promotion of awareness and networking.

The national entrepreneurship strategy should be aligned with the PEDS and the national strategy for
sustainable tourism. Looking forward, the Government and Pré Empresa will need to identify business potential
in value chains linked to the tourism sector where local firms could contribute (see next section), so that
they become the subject of more targeted entrepreneurship programmes (e.g. security services, transport,
laundry, recreational sports , internal transport). Finally, Pro Empresa could also become more involved in
raising awareness about opportunities arising from environmentally-friendly and culturally-oriented tourism
activities, especially among youth, and focus its programmes specifically on encouraging green and creative
entrepreneurship.

11.B.10. Consider enhancing entrepreneurship education by adopting support initiatives, such as the EMPRETEC
programme. The impact of the EMPRETEC programme in a small country such as Cabo Verde could be
transformational, given the needs and the wide reach of the programme. Indeed, the programme can target
specific groups, such as youth, women, return migrants/diaspora entrepreneurs and local stakeholders in
remote and rural areas in an inclusive manner.

II.B.11. Promote a more active engagement of the diaspora to boost investment in productive sectors. In
addition to being a source of remittances, the diaspora could be instrumental in increasing FDI inflows and
fostering entrepreneurship in the country. Concrete actions include:

— Adopting a Cabo Verde Diaspora Scheme, targeted at citizens living and working abroad that have
the necessary skills, talent and experience (as determined by set criteria and conditions defined
and assessed by Tradelnvest), and are willing to return home to contribute to the economy or set up
entrepreneurial activities. Incentives under the scheme could include time-bound income tax exemption,
customs duty exemption on imported household and personal effects, and permanent resident status
extended to spouse, children or dependents.

— Establishing a network to connect diaspora and local entrepreneurs. Diaspora experts and business
leaders would share experiences and information, provide mentoring and establish business and social
networking to foster private sector linkages with international firms. Targeting of specific countries and
sectors could generate tangible results in the short term. Tradelnvest has envisaged some of these
actions in its policy strategy and their implementation is encouraged.

— Increasing availability of funds for entrepreneurs by adopting the Diaspora Bond Initiative under
consideration.
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4. Linkages

A broad range of untapped potential business linkages exist in Cabo Verde. The tourism sector has
high potential for the development of business linkages. In Cabo Verde, as discussed below, opportunities for
linkages exist in agriculture, fisheries, culturally related projects, construction and maintenance of buildings,
vehicles and equipment, landscape maintenance, or laundry and cleaning services (UNCTAD fact-finding
mission). Despite this high potential, to date, FDI and non-equity modes of MNE activity in tourism have not
generated much interaction with the productive sectors of the economy, which is not surprising given the all-
inclusive, vertically integrated nature of tourism in the country (see section A). Although WTTC data estimates
that tourism generates demand for food products of around $60 million per year in Sal and Boa Vista islands
alone, most goods and services consumed by tourists are imported, with only marginal value added from the
local economy (Monteiro and Ferro, 2017).

Agricultural production lends itself to tourism-related linkages. Cabo Verde is endowed with a large variety
of fruits which offer opportunities for selling fresh produce to the local market and to the tourism markets. At
present, most production occurs in the “green” islands of Santo Antdo, Santiago and Fogo. However, Cabo
Verde does not produce on a commercial basis or scale. The country imports most of its food supply and hotels
purchase imported products from wholesalers in Santiago and Sao Vicente (see context). One area where active
policy could support linkages is through branding. Consumption of local food and souvenir sale is recognized
as an essential part of tourism. Thus, the branding “Made in Cabo Verde” could be applied to promote the
authenticity of local products and support local supply.

Organic farming is another area where sustainable tourism could become a demand-pull factor. Because
some tourists are increasingly aware of the need for low impact food produce and sourcing, which does not
harm the environment, there is potential to further develop this niche segment. Organic food production is a
growing trend, which Cabo Verde could tap into with the support of the IGQPI to promote quality improvements
and help farmers comply with organic standards and certification audits for products and processing facilities
(see below). Although the experience in Cabo Verde with organic farming is in the infant stages, the country has
much potential considering its unpolluted territory.%® Recently, various initiatives have provided capacity-building
training to local producers, which should result in increased production. For instance, a project by Caritas Cape
Verde has trained selected farmers on the responsible use of natural resources, respect for the environment,
resilience techniques, irrigation systems, organic farming, recycling, green fertilizing and composting of bio-
fertilizers.®® A linkages programme could focus on connecting sustainable food producers who use responsible
farming practices with hotel chains and restaurants that offer organic food on their menus.

Fisheries production could also be enhanced to supply hotels and catering operators. Fisheries play an
important role in the economy in terms of employment and exports, with tuna providing the largest share of the
catch. Other locally-sourced fish and seafood include wahoo, mullet shark, lobsters and cephalopods.” The
Government is aware of the sectors’ importance for exports and has adopted a Blue Growth Charter aiming to
support sustainable growth in the marine and maritime sectors by targeting key sectors, such as fishing and
seafood value chains.”" Although Cabo Verde’s fish processing capabilities are still to be fully exploited, significant
tuna production for both domestic consumption and export are sourced from factories in S&o Vicente. In addition,
some private entrepreneurs are investing in prawn and tilapia production — used to attract tuna. However, the
larger resorts in Boa Vista and Sal often import their fish due to quality concerns. More planning and technical
assistance for local fishermen is required to enhance the supply of local fish produce. Assistance to producers
is needed regarding contract compliance, insurance against non-delivery and back-up supply arrangements.
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Cold storage facilities would also need to be upgraded. Hotels and restaurants could become involved in linkage
programmes with local fishermen to assist them overcoming these constraints by improving storage facilities and
transportation networks, and providing training to meet the quality standards expected of international travellers.

Some food and drink processing activities also have high potential for tourism-related linkages. Processed
food, such as coffee, wine, grogue, cereals and marmalade also have potential for linkages development. This
potential has been confirmed by the successful integration of some local firms in the tourism and other global value
chains (box 2.8). For instance, Cabo Verde has some significant coffee growing and wine producing capacities, but
the brand of coffee or wine from Cabo Verde is not yet visible in international markets. Upgrading coffee processing
and wine production and selling to operators/tourists could help strengthen their competitiveness. Coffee and wine
could also help build the image of Cabo Verde when sold as souvenirs to tourists or as a brand ready for export.

Box 2.8.
Successful experiences linking food processing with
tourism value chains in Cabo Verde

A few successful firms in food processing and wine production have managed to overcome barriers and turned into
successful suppliers in the tourism industry. These firms confirm the high potential for linkages development programmes.
They include:

Emicela, owned by a Spanish group from the Canary Islands, and established in Cabo Verde for over 15 years. It specializes
in coffee and nuts and is active in the supply and distribution of a wide range of products to hotels and restaurants. The
company has branches in Sal, Boa Vista and Santiago. It also set up a juice factory at its facility in Sal Rei on Boa Vista.

Fogo Coffee Spirit, a joint venture with Trabocca B.V. (The Netherlands), is a coffee company in Fogo that made significant
improvements to modernise business practices, including technical knowledge, financing, certification and equipment. The
firm produces high-quality green specialty coffee, which is available at the local markets in Cabo Verde. The firm is also a
supplier of the Starbucks Special Reserve Programme. Its investments include the installation of a Pinhalense eco-pulper and
dry mill and the building of African drying beds. The firm has also provided training to farmers on pruning and quality control.

The wine firms, Cha and Sodade, produce about 150,000 bottles of wine in the Cha region in the island of Fogo. Cha is the
only area in Cabo Verde that grows significant quantities of grapes. It produces export-quality wines — known as Vinho de
Cha, which is shipped to Europe and the United States. Production is expected to increase as viticulture and winemaking
conditions improve. The firms buy grapes from the local farmers and turn it into white, red and rosé wine (with the label
“Cha”); the majority of which is sold domestically and to tourists.

Source: UNCTAD interviews and company websites.

Creative industries could add value to tourism experiences and foster economic diversification. The
creative industries provide a variety of linkages opportunities with the tourism sector.”? These include cultural
tours, marketing of local crafts in hotels, promotion of artists and cultural performances and exhibits in shows,
concerts, festivals, fairs, and galleries. Cabo Verde also has an intense agenda of events and festivals (e.g.
Carnival of Mindelo, the Baia das Gatas Festival and New Year Event), which happen throughout the year in
different islands. Thus, the large number of tourists attracted by the resorts represent a strategic opportunity
for the consumption of these goods and services. At present, however, handicrafts are imported, depriving local
artists of a potential source of income. Hotels are also used to bringing foreign musicians to performances. A
linkages development project could help promote the local culture through musical performances in the different
hotels and highlight the Cabo Verdean culinary art through specials promoted in the hotels and restaurants.
Advertising such events through tour operators would be an effective way to leverage the synergy between
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the creative industries and the tourism industry. Demand for these activities can also often foster women’s
entrepreneurship. UNCTAD’s business linkages project in Costa Rica, for instance, assisted women offering
gastronomic services and producing handicrafts for cruise tourists (UNCTAD, 2014a).

Large resorts in the hotel industry import goods for a variety of reasons, including availability,
consistency, and quality of products. Large resorts often prefer to rely on their own internal or international
partners rather than on local enterprises. Whereas some resorts import goods to respond to tourists’
preference for similar products to those found in their own countries, in other cases hotels would be willing
to source locally but end up resorting to relatively more expensive imports to ensure quality and/or a reliable
supply. Certification is often a requirement by hotel managers as it acts as a benchmark for the quality and
minimum standards expected in hotel supplies. However, small local producers in fisheries, agriculture or food
processing activities often lack official quality recognition through certification systems.

Some Government initiatives are in place to improve quality through standardization policy, but
product certification remains limited. The IGQPI has a remit for standardization, metrology and conformity
assessment (see chapter I). It acts as a secretariat for the National Quality Council, a multi-stakeholder
entity that advises the Government on these issues (Decree-Law 8/2010). In 2015, IGQPI published a list of
the first standards for 10 products of Cabo Verde.” Although certification is not directly undertaken by the
institute, IGQPI provides support and services to coordinate the accreditation under norms of the International
Organization for Standardization (ISO). Whereas there has been progress in advancing certification for some
products (e.g. goat cheese, vegetables), the practice is not common among producers and it is considered
expensive. There are very few success stories of the use of international certification to access global value
chains in areas that could have a high impact in terms of employment and value creation (e.g. food processing,
manufacturing). When it happened, it was usually the result of costly negotiations following independent
initiatives by private producers.

Harvest seasonality combined with poor inter-island connectivity affects the capacity of tourist resorts to
source from the agricultural islands (i.e. Santo Antéo, Fogo and Santiago). Hotel local procurement strategies
depend on fluctuations in occupancy rates throughout the year. As the peak tourism season arrives, the hotels
and resorts will have greater demand for food inputs. This may or may not coincide with the harvest schedules for
different crops, which can vary for different times of the year between islands. The pressures food producers face to
comply with the timing of these fluctuations given differing growing seasons by product is compounded by the lack
of reliable transport which prevents ease of access to potential markets (see sections A and B).

Purchasing procedures used by international companies set too high a threshold for local producers. Due
to the large economies of scale in the operations of the all-inclusive resorts, including the practice of bulk-buying,
local businesses face several barriers entering the tourism value chain. Their small scale of operations is a structural
constraint that hinders business linkages opportunities. For instance, in agriculture, local producers and distributors
seem unable to set up a reliable supply chain due to the small size of the farms, in addition to other logistical,
technological and marketing obstacles. Furthermore, institutional hindrances affecting local firms prevent them
from scaling up production, as discussed in section B.3, above. These include weak farm cooperatives, insufficient
levels of business sophistication, and limited government support in key areas such as quality certification.

The need for technology upgrading is also a barrier. In the agriculture sector, the need for sea water desalination
technologies for irrigation, fertilization of the soil and the lack of experience of agricultural production on a large-
scale pose challenges for farmers. Some farmers have adopted innovative solutions to overcome these issues by
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operating their business through hydroponic systems that utilize nutrient-laden water rather than soil for plant
nourishment and their experience could inform broader government support initiatives (box 2.9). In fisheries,
technological obstacles include the rudimentary level of fishing and farming techniques, the lack of fishing
equipment and machinery (e.g. engines and cooling facilities (except for Sdo Vicente)) as well as, centres for
certification and technical education for fishermen.

Box 2.9.
Experiences with hydroponics in Sal and Boa Vista

In Cabo Verde, new technologies have allowed some individual entrepreneurs in the dry islands of Boa Vista and Sal to
become suppliers of tourism value chains, which, in a context of poor inter-island transport connectivity, gives them a
competitive edge over producers in the “green islands”, where most agricultural production occurs.

Hydroponics is a subset of hydroculture, the method of growing plants without soil, using mineral nutrient solutions
in a water solvent. Such systems do not require pesticides and use less water and space than traditional agricultural
systems. Some individual producers have used hydroculture to grow vegetables (e.g. lettuce, cucumber) and they
managed to supply the local markets and some hotels in Sal and Boa Vista, which shows some potential for linkage
development even in the dry islands. However, hydroponic technology and nutrients require investments that are not
always available on the local market and access to the distribution system is not always easy to manage. Water is also
scarce and expensive in the dry islands, due to infrastructure bottlenecks.

Source: UNCTAD, based on interviews during the fact-finding mission.

The potential for business linkages could be enhanced if the Government adopted a structured linkages
development initiative. Linkages programmes can be useful tools to promote private sector development and
economic diversification. Several good practice business linkages initiatives exist, including in countries facing
similar challenges as Cabo Verde, which can inspire the adoption of such an initiative for the country (box 2.10).
In Cabo Verde, there are various business and trade associations, but none focused on linking the tourism sector
with domestic suppliers in other sectors of the economy. The organisations do provide information and limited
promotion, especially in commerce, manufacturing, and agriculture but there is no match-making programme
linking the hospitality industry with potential local producers. For instance, the main Tourism Chamber mainly
deals with advocacy and lobbying but hardly with cross-sectorial business linkages. Likewise, the DGTT deals
mainly with tourism planning and development issues and Tradelnvest with investment and export promotion,
but none has incorporated linkages development programmes.

Box 2.10.
Promoting business linkages in tourism: Jamaica, Mozambique and the
United Republic of Tanzania

In Jamaica, the Jamaica Promotions Corporation (JAMPRO) has been collaborating with the Jamaica Hotel and Tourism
Association to generate business for local suppliers to the tourism industry by introducing a targeted business linkages
component at the Jamaica Product Exchange (JAPEX) trade fair. The JAMPRO-designed business matchmaking
event connects hoteliers with local producers of a range of goods and services including agricultural fresh produce,
processed foods, meat products, honey, furniture, fixtures and equipment, bedding, gifts and crafts, and fashion and
apparel. JAMPRO offered networking opportunities and deployed a business matchmaking portal to profile goods and
service providers at JAPEX show.
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In Mozambique, the Centro de Promog&o de Investimento (CPI) and UNCTAD launched a business linkages programme
with Enterprise Mozambique as the main operational partner to work with local SMES. A pilot project was launched with
CDM Breweries (a subsidiary of SAB Miller, South Africa) as the anchor firm. Until then, CDM imported all the barley for
its local production of beer. Under the project, CDM committed to source part of its barley locally and closely worked with
150 farmers. As a result, farmers diversified their sources of income and started operating on a commercial footing. The
Mozambican government was involved in the project through the CPI, which coordinated activities with the Ministry of
Agriculture and local authorities, with the purpose of gradually handing over of the project to local communities. UNCTAD
trained farmers through the “Farming as a Business” and EMPRETEC methodologies. CDM provided financial support for
technical testing and covered part of the costs of the pilot project.

In the United Republic of Tanzania, a business linkages programme was implemented with UNCTAD’s assistance to
upgrade the supply capacity of small farmers and improve their access to tourism value chains for agro-products. As
part of the work, linkages between farmers, processors and the tourism industry have been promoted and strategies
developed to improve the entrepreneurial and leadership skills of small local farmers, their access to market information
and the effectiveness of existing purchasing systems. Common challenges faced by processors were addressed in joint
events, including the importance of formalising regular communication channels with chefs, hotels and supermarkets.
Central to the project, was the role of the Tanzanian Chef’s Association, which ran some events throughout the year to
help raise awareness about the advantages of sourcing local products as well as to identify challenges that need to be
overcome for more producers and processors to access their markets.

Sources: UNCTAD, JAMPRO’s website (jamaicatradeandinvest.org accessed 15 February 2018) and United Nations Inter-Agency Programme on Trade
and Productive Capacity, 2017 and 2016.

Despite potential across some sectors and activities, the Cabo Verdean private sector has had limited access
to the supply chain opportunities opened by the presence of the large tourism investments in the country. As
discussed throughout this chapter, this is in part due to the type of tourism development model prevailing on the
island, as well as various structural and policy issues affecting local private sector development. In addition to the
policy measures aimed at supporting the diversification of tourism investment and the strengthening of domestic
productive capacities, the Government should consider the benefits of adopting a pro-active programme to support
the development of supplier linkages between existing tourism investors and the local private sector. Facilitating
business linkages between local suppliers and foreign investors can bring about many positive outcomes in terms
of enhanced skills, knowledge and productivity. In particular, it is recommended that Cabo Verde:

I.B.12. Set up a linkages programme to facilitate quality upgrading of local suppliers and their match-making
with MNEs operating in the tourism sector. The programme would aim to support backward linkages into the local
economy and facilitate the participation and integration of local suppliers into the tourism value chain. Given the
role of Tradelnvest in promoting FDI, it is well positioned to link these foreign investments with the local economy
and activate the benefits from FDI. The establishment of a business linkages programme and/or the setting up of a
special unit inside Tradelnvest as part of its after-care services is recommended. Working together with Pro Empresa
and the DGTT, Tradelnvest would operationalise the programme by focusing on the few sectors targeted as part of its
investment-targeting campaigns. The following activities would form the key components of the programme:

— Market study: prepare a demand-supply analysis by conducting a survey among the all-inclusive resorts
to analyse their needs and match them with the existing local food and beverage produce;

— Gap analysis: undertake a screening of entrepreneurship opportunities for some of the activities where
there is a high potential demand and assess the gaps in the required quality or delivery standards;
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— Company selection: select the products and companies that will participate in the pilot projects and
prepare detailed manuals on the standards, requirements and supply specifications relevant for each
product to access the supply chain of the buyer company.

— Upgrading: in cooperation with the buyer, strengthen the productive capacity of targeted local suppliers
through training and matchmaking exercises that focus on the specific capabilities and needs of
individual buyers and suppliers and work closely with them to reach supply agreements.

— Complementary support: Consider policy measures and other support initiatives relevant to
strengthening existing linkages by means of technology upgrading, certification support, logistics and
financial assistance.

UNCTAD’s Business Linkages Programme could support one of the pilot cases and carry out training and
capacity-building activities for the staff assigned to business linkages promotion. In the past, this programme
helped many developing countries improve the performance, productivity and efficiency of local suppliers
through training, mentoring, information exchange, quality improvements, innovation and technology transfer
(UNCTAD, 2010b). In addition, by piloting a programme with the agriculture, fisheries or creative industries
sector, UNCTAD could assist the Government and other stakeholders in building the enabling policy environment
and supporting networks of business development and other service providers.

5.  Sustainability initiatives

Sustainability initiatives can complement efforts to extract the benefits from tourism investment. Due
to increased screening by shareholders as well as customers, and in light of the business case for good
corporate citizenship, MNEs are more conscious of the potential direct and indirect (i.e. through the network
of suppliers in their value chains) consequences of their operations. Over the past three decades, sustainable
development initiatives, including sustainable business standards, or CSR, have expanded both in number and
type.” In Cabo Verde, the bias towards the large all-inclusive development model and its impact (see section
A.2) has made the importance of sustainability initiatives more salient. This section presents the initiatives
adopted by the private and public sectors in Cabo Verde as well as civil society and calls for the authorities to
engage more actively in their promotion.

Some initiatives to foster sustainable tourism already exist, sponsored by individual hotel resorts and
industry associations. A few of the large resort chains have centrally managed CSR initiatives. The Melid Group’s
CSR strategy is aligned with the Guiding Principles of the UN Global Compact, which it joined in 2008. The company’s
three priority areas of action are in the fields of human rights and childhood; employability; and climate change and
local development. In its different locations, the Group is engaged in preserving the environment and landscapes,
monitoring the impact of its business and promoting awareness about sustainability among its stakeholders. In
Cabo Verde, two hotels in this group (i.e. the Tortuga Beach Resort and the Dunas Beach Resort and Spa) received
the Gold Travelife certificate of sustainability in tourism. Another group (RIU Hotels and Resorts) has a CSR Action
Plan that focuses on three main areas: environment, society and human resources. The Group is a signatory of the
Private Sector Commitment to the UNWTO Global Code of Ethics for Tourism. In Cabo Verde, some examples of its
activities include support to a conservation project on endangered species and awareness-raising workshops to staff
concerning the fight against sexual exploitation of children in the tourism industry.”™

Some managers have also undertaken their own hotel policies to promote social and environmental
sustainability. For instance, in Boa Vista, the Iberostar hotel provides housing for some of its employees. It has a
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partnership agreement for internships with the EHTCV in Praia and provides vocational training for staff. Furthermore,
the hotel undertook investments to insulate the walls and the windows of the resort, as well as other measures and
guidance for guests to minimize energy consumption and a waste management programme to promote recycling.

NGOs have also initiated some successful initiatives to mainstream good environmental practices among
hotels and municipalities. For instance, the Cabo Verdean environmental conservation organization Project
Biodiversity and BIOS CV, has contributed with the support of RIU Hotels and Resorts to growing the number of
loggerhead sea turtle nests.”® In Sal, as mentioned in section 1 above, a Destination Council, with membership
of different stakeholders such as hotel chains, the municipality, chamber of tourism and other central and local
stakeholders was set up in 2013. It aims to promote sustainable tourism practices and awareness raising, including
initiatives for beach cleaning, conservation and promotion of Cabo Verdean culture (UNDP, 2014). The Destination
Council is supported by a sustainable tourism charity, the Travel Foundation, and overseen by a local coordinator.
The Destination Council will be looking at applying best practice on environment and conservation regarding supply
chain linkages, excursions and events. TUI - a major operator in Sal — has provided support on strategic projects that
address the sustainability issues facing the industry, leading to the development of programmes on crafts, excursions
and beaches.

Development partners and NGOs are working to improve Cabo Verde’s environmental performance through
international certification. Making destination policies and management practices in Cabo Verde more sustainable
is a first step towards addressing some of the negative externalities of the existing “all-inclusive” tourism development
model. Some municipalities have already embarked on this type of initiative, with the help of international partners
(i.e. UNDP and the Global Environment Facility). For instance, in the municipality of Sal, the Blue Flag initiative of
the Danish Foundation for Environmental Education (FEE) is being considered for certification of beaches (FEE,
2016). Once the programme starts, municipalities, marina owners and boat tour operators will be eligible to apply
for eco-labelling certification. Further mainstreaming of international recognition for eco-friendly practices could
be encouraged by applying for recognition with the Global Sustainable Tourism Council (GSTC) and its destination
programme, which is a leading United-States based organization that establishes and manages global sustainability
standards among public and private stakeholders.

The Government’s main channel to promote sustainability initiatives through tourism is the adoption of a
sectoral fund. Cabo Verde first established a fund to foster tourism development in 1994, but this is no longer active.
Currently, a Tourism Fund (previously named Social Sustainability Fund for Tourism as per Decree-Law 61/2016,
before Decree Law 18/2018 changed its name) supports projects designed to promote and develop inclusive
sustainable tourism. The Fund is financed mainly by a tax on overnight stays at hotel and similar establishments at a
rate of CVE 220 per person (up to a maximum of 10 nights). This mechanism has ensured that some of the revenues
generated by the tourism sector are channelled to improving the living conditions of local communities. For 2017, the
Funds’ revenues were estimated at about CVE 890 million (Government of Cabo Verde, 2016).

Municipal authorities have benefited from the funds’ infrastructure investments, but their influence on
spending decisions is limited. A Commission formed by the Ministry of Tourism and Transport, the Ministry of
Finance, the President of the National Association of Cabo Verdean municipalities, and the President of the Chamber
of Tourism prepares spending guidelines for the Fund, which are then approved by the Council of Ministers on a
yearly basis. The guidelines determine the priorities of the Fund, which is run by an independent administrative
board that provides grants to specific projects submitted by municipalities and relevant ministries.”” According
to its statutes, half of the Fund’s budget is allocated to each municipality in proportion to the fiscal revenues
obtained in each location. Of the other half, 45 per cent of the funds are allocated to public infrastructure and skills
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development projects, including in municipalities where there may be no tourism activity. The remaining five per
cent is directed to spending on marketing and image-building abroad. Although municipalities are benefiting from
the bulk of the funds’ projects (e.g. projects have been undertaken in sanitation, refurbishment of the shoreline,
and improvements in to informal housing settlements), each individual municipality has no voice on determining
which specific project the funds will be spent, which is decided by the Board.

Box 2.11.
Stakeholders’ engagement in tourism — selected international experiences

Several countries have established dialogue platforms for tourism sector development that bring together a range of
stakeholders, including different ministries, private sector representatives, and civil society. Below are some relevant
examples at the national and local level.

In Viet Nam, a Tourism Advisory Board (TAB) was first discussed in the wake of the 2008 global financial crisis, when
international arrivals to Viet Nam slumped dramatically. This prompted key industry stakeholders to come together to
propose to the Government that they work with the private sector more closely. The inauguration of the TAB in 2012,
under the European Union-funded Environmentally and Socially Responsible Tourism Gapacity Building Programme
to Viet Nam, is an initiative to promote communication, information and the sharing of knowledge between tourism
businesses and government administration agencies. By adopting a public-private partnership approach, industry
leaders and Government officials are now able to leverage the resources of all stakeholders, enhancing Viet Nam’s
competitive advantage and promoting sustainable best practices in the industry. Through the TAB and its working groups,
several initiatives have been adopted. Initially, these focused on tourism policy issues such as the adoption of a visa
waiver programme, but later, they expanded to encompass the international marketing of the tourism sector. The group
now has a formal marketing agreement with the Government. TAB is therefore now an active player in the country’s
sustainable tourism promotion effort.

In the United Republic of Tanzania, until recently, the communication between private sector associations and the
Government on tourism policy and issues happened on an ad hoc, informal basis. Finally, a MoU was signed and
a Public-Private Partnership Forum for Tourism was established in 2010. The Forum, which meets twice per year,
is composed of senior decision-makers and comprises the Ministry in charge of tourism, the Tourist Board, and
representatives of the national parks, national tourism college and ten private sector and civil society associations.
Other Ministries, including the Ministry of Environment, can be called on as appropriate. Rather than simply providing
a platform for complaints, as in the past, the Forum considers policies and their implementation and ensures that the
actions agreed upon are followed through.

In Spain, since the 1992 Olympic Games, the city of Barcelona has become an international tourist destination and
tourism has since been a key factor in the subsequent transformation of the city. The rise of tourist activity has also
given rise to a public debate on the sustainability of the city’s development. To address those concerns, the municipality
of Barcelona created a City and Tourism Council, an advisory body drawn from the tourist sector itself, which acts as a
debating forum where public bodies, associations and political representatives can share their thoughts and put forward
proposals for the sustainable development of Barcelona’s tourist sector. The City and Tourism Council is chaired by the
Mayor and includes representatives from the general public and local residents, the tourist business sector, commerce,
the restaurant and catering sector, sports and culture associations, trade unions, environmental associations, social
groups and every district, as well as experts, technical managers and representatives from each municipal political
group. The resolutions adopted at the Council are not binding but serve as a basis for decisions taken at the municipality
level. The Council is organising themed work groups to tackle the various issues relating to tourist management that the
members of the City and Tourism Council have agreed to discuss. The results of each work group will be collected in a
report presented at an event open to the public.

Sources: ILO (2017), European Commission and World Tourism Organization (2013), as well as the websites of the European Commission (ec.europa.eu/
europeaid/case-studies/vietnams-tourism-industry-making-sustainability-pay_en) and of the municipality of Barcelona (ajuntament.barcelona.cat/turisme/en).
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The National Tourism Council could help improve mainstreaming of sustainability initiatives. The impact of
the various initiatives described above could be enhanced if mechanisms to ensure stakeholders’ engagement in
tourism were adopted. Elsewhere, tourism councils have helped increase participation of public and private sector
actors in the design, monitoring and evaluation of tourism policies (box 2.11). In Cabo Verde, attempts to promote
this type of institution were taken in the past (Decree-Law 15/2003), but the National Tourism Council (Conselho
Nacional de Turismo - CNT) set up at the time, would meet on an ad-hoc basis, at the request of the Council
of Ministers, and was never fully operationalized.”® Furthermore, the composition of the Council was limited, as
its stakeholders did not include key civil society groups, such as environmental, women, farmers and artisanal
fishermen associations.” In April 2018, Decree-Law 18/2018, reintroduced a CNT in Cabo Verde. However, in
the absence of secondary legislation, its composition or functions are yet to be defined. If properly implemented,
the CNT could provide stakeholders with a platform to discuss and assess tourism policies, promote sustainable
tourism and assist in ensuring synergy among the different initiatives discussed above as well as future ones.
The new institution could also discuss tourism policy options embedded in the national development strategy.

Considering that the sun-sea-sand tourism model will continue to steer future growth in Cabo Verde in the short
run, it is important that existing sustainability initiatives by companies, Government and non-governmental
stakeholders be strengthened and that policies in this sector contribute to maximize synergies in the promotion
of responsible investment. With this goal as a priority, it is recommended that the Government takes a more
active role in fostering such initiatives and providing a platform for the engagement of all stakeholders in the
industry. In particular, it is recommended that the Government:

11.B.13. Operationalize the National Tourism Council, so that it can act as a permanent stakeholders’ engagement
mechanism to strengthen public-private sector dialogue and encourage the private sector as well as other
stakeholders to exchange with the Government on the promotion of sustainable tourism. Allow the membership
of the Council to include “direct” tourism sector stakeholders, and also representatives of civil society groups
such as environmental, women, farmers and artisanal fishermen associations to design more inclusive policies
and programmes.

I.B.14. Promote the creation of dialogue mechanisms within each of the islands. It is equally important that,
at the local level, where many actions that affect the sector and its impact on communities are taken, suitable
dialogue and engagement models are adopted. The Destination Council in Sal could be used as a model to be
replicated elsewhere.

I.B.15. Foster the involvement of the municipalities and local communities, for instance by increasing their
decision-making capacity with regards to the selection of projects to be implemented by the Tourism Fund.

I1.B.16. Encourage voluntary sustainability reporting initiatives by the large hotel chains. The goal is to improve
measurement and reporting by private investors on their social and environmental performance. UNCTAD’s
guidance on sustainability rule making via its Intergovernmental Working Group of Experts on International
Standards of Accounting and Reporting (ISAR) could be useful to agree on the content of such reporting
(UNCTAD, 2014b and 2014c).

I1.B.17. Support efforts to promote international certification of sustainable practices. Tourism stakeholders
should work in partnership with the IGQPI’s directorates responsible for managing, coordinating and developing
national standards, with the goal of supporting sustainability initiatives such as the Blue Flag and promoting
more ambitious initiatives, such as GSTC certification.
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NOTES

20.

21

22.

In total, 15 companies were fully or partially privatized, including the fuel retailer ENACOL and the State telecommunications company Cabo Verde
Telecom, see Murison, 2003.

During 2000-2007, net ODA, FDI and personal remittances to Cabo Verde exceeded $2.5 billion (UNCTAD calculations based on World Development
Indicators (WDI), World Bank).

Within the European Union, Portugal and Spain are the main economic partners. During 2002—2015, they accounted for 35 per cent ($438 million) of
the equity and real estate investment in Cabo Verde and 61 per cent ($1.3 billion) of the bilateral ODA flows. They are also the destinations of more than
half of Cabo Verde’s merchandise exports. Moreover, Portugal generates 30 per cent of migrants’ remittances (see countryeconomy.com/demography/
migration/remittance/cabo-verde).

One euro is equivalent to 110 escudos (CVE).

On average, grants accounted for 67 per cent of gross disbursements in 2000-2007 compared to the average 48 per cent over 2008—-2016 (OECD
Creditor Reporting System, stats.oecd.org/index.aspx?DatasetCode=TABLE2A, accessed 18 January 2018).

The data on FDI flows by economic activity provided by the Bank of Cabo Verde include equity investment, real estate and other participation in capital,
but exclude emigrants’ investment and intra-company loans. These data do not cover the total FDI flows, therefore the calculation of FDI shares (in per
cent) is less accurate than it would have been otherwise expected.

See pokernews.com/news/2016/02/macau-legend-250-million-casino-construction-cape-verde-24080.htm

Tourism direct contribution to GDP is generated by industries directly dealing with tourists, such as travel agents, airlines and other passenger
transports, food and beverages suppliers, leisure and recreation services. It is calculated according to the UN Tourism Satellite Account methodology:
RMF 2008. Tourism direct contribution to employment is an estimated number of direct jobs within tourism industry.

While the fishing sector’s contribution to GDP is less than 2 per cent, fishery products represent 50 per cent of goods exports.

. Both companies, located in Mindelo in Sao Vicente island, are majority Spanish owned. The Atunlo facilities have cold storage capacities of 3,500 tons

and production capacity of 100 tons per day. The complex employs 300 people. The destination of the production is the international market, with
30 per cent shipped to Spain, see atlantico.net/articulo/economia/atunlo-capital-vigues-inaugura-planta-cabo-verde/20151030114838498952.html.
Frescomar is currently the main manufacturing unit in Cabo Verde with Europe, Asia and the United States as the main markets for its products, see
anacao.cv/2016/12/24/26592/.

- Repealing and replacing Law 89/IV/93 and Decree 1/94.
. According to information provided by the State-owned Enterprises Monitoring Unit of the Ministry of Finance.

. The Government sold its shares of the fuel company, Empresa Nacional de Combustiveis (ENACOL), and the local bank, Banco Comercial do Atlantico

(BCA). Current plans include the privatization of the national airline, Transportes Aéreos de Cabo Verde (TACV), and State monopolies of the port
authority (ENAPOR) and the leading retail pharmaceutical company, Empresa Nacional de Produtos Farmacéuticos (EMPROFAC). See more details in
the United States Department of State, 2017.

. Namely according to art. 5, the establishment of private companies in the following activities: safety, health, trade in weapons and ammunition, the

exploitation of non-renewable resources, the operation of ports, the operation of airports, distribution of water, sanitation and waste management,
postal services.

- Investments that pre-date the sanctioning of the Law of 2012 may also be regulated by a different regime.
. The country, as indicated in the context, has pursued a fixed exchange rate policy by pegging the CVE to the euro (the rate is CVE 110 per euro).

. The following alternatives exist: a) national legislation on arbitration; (b) rules of the Washington Convention of 15 March 1965 on the Settlement of

Investment Disputes between States and Nationals and Other States (International Centre for Settlement of Investment Disputes between States and
Nationals of other States (ICSID) Convention); d) arbitration rules of the International Chamber of Commerce. Resort to arbitration shall not preclude
recourse to the competent courts of Cabo Verde

. The following alternatives are offered for arbitration: a) Framework Law on national arbitration; b) Rules of the Washington Convention of March 15,

1965 on the Settlement of Investment Disputes between States and Nationals of other States, as well as ICSID; ¢) Rules set out in the ICSID Additional
Facility Rules, approved on September 27, 1978 by the International Centre for Settlement of Investment Disputes’ Board of Directors, if the foreign
entity does not fulfil the nationality requirements provided for in the article 25 of the Convention; d) The International Chamber of Commerce’s (Paris)
Rules of Arbitration.

. TIPs include free trade agreements (FTAS), EPAs or other regional economic agreements with investment provisions. Texts of some of Cabo Verde's lIAs

is available at UNCTAD’s IIA Navigator: investmentpolicyhub.unctad.org/IlA/CountryBits/36#iialnnerMenu.
By means of the treaty’s survival clause, treaty protection continues for another 10 years until 2023.

The BIT with the Netherlands however, clarifies that “nationals” include moral persons controlled, directly or indirectly by nationals of the other
Contracting Party regardless of the place of incorporationn.

Almost half of the reviewed BITs combine FET standard with the NT and MFN obligations (Cabo Verde-Angola, Cabo Verde-China and Cabo Verde
Switzerland).
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43.
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45.

46.

This can also include restricting avenues for “treaty shopping” by prospective investors originating from States with which Cabo Verde does not have an
investment treaty. An overview of such techniques has been presented in the chapter IV of the World Investment Report (UNCTAD, 2016c).

Citizen’s Houses have been established on the islands of Santiago, Séo Vicente and Sal. On three other islands, there is a mobile unit. In addition,
Citizen’s House counters exist in other establishments, such as the Chambers of Commerce of Sotavento and Barlavento.

NOSI’'s IGRP Web, an eGovernment platform designed to allow for quick configuration of business processes was recently recognized among the top
innovations in Africa. See nosi.cv/index.php/pt/noticias/item/416-igrp-web-entre-o0s-top-50-inovacoes-em-africa

For a discussion of specific initiatives, see Iniciativa 80-14, “Special Edition: Workshop on Public Administration” May-June 2017.

The list covers 46 categories, which include most public infrastructure (e.g. dams, electricity), crude oil refineries, chemical installations, industrial
facilities, shipyards, steel mills, manufacture and pharmaceuticals, among others (Decree-Law 29/2006, Annex 1).

The EIS is expected to include a thorough evaluation of the project’s impacts on the environment (e.qg. at the site, surroundings and region) and forecast
scenarios in the short, medium and long term. It should also integrate into the project mitigating, minimizing or compensating measures, and present
an environmental monitoring plan as part of the study (see Government of Cabo Verde, 2015).

In those cases, a smaller commission may be created that reduces the waiting time to less than two months. Usually exemptions are granted for
complementary projects of major tourism initiatives, such as restaurants, guided tours or excursions.

See Direct Request (CEACR), adopted 2016, published 106th ILC session (2017), available at: ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:13100:0::N
0:13100:P13100_COMMENT_ID:3300941:NO (accessed 10 January 2018).

An observation by ILO experts recommended that legislative expression be given to the principle of equal remuneration for men and women for work of
equal value. Such provisions should not only cover situations where men and women are performing the same or similar work but also situations where
they carry out work that is of an entirely different nature but is nevertheless of equal value, see ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:13100:0::
NO::P13100_COMMENT_ID:3299744 (accessed 16 October 2017).

For example, construction (92.4 per cent), agriculture (66 per cent), transport (87.1 per cent) and ICT (67.6 per cent), see INE, 2015.

Although wages in Sal and Boa Vista are sometimes twice as high than in the rest of the country, living expenses are higher. There is also a housing
deficit that has resulted in a proliferation of informal settlements (see chapter I).

Some good examples exist, however, for maritime economies undertaken by the Empreamar CV programme through a partnership with a university
in Spain, see unicv.edu.cv/arquivo-noticias/4943-programa-empreamar-cv-forma-empreendedores-no-sector-maritimo (accessed 15 January 2018).

Other laws and by-laws also have an impact on the regulation of access to land and real estate, such as the Law on Expropriation of Properties for
Public Reasons (Legislative Decree 3/2007 of 19 July) and the Special Regime for the Regularization of Private Individuals who Occupy State Land in
Private Domain (Law 25/VII/2008).

Other areas include soil and subsoil of inland waters, mineral deposits and deposits, beaches, territorial areas reserved for military defense, amongst
others (art. 10 Legislative Decree 2/2007).

Solutions contemplated include measures for urban conversion and legalization. The legislation already entered into force and will have validity until
December 31, 2022 (see Ramos et al., 2016).

Some of the reforms were financed by the “Tax and Customs Reform” project, co-financed by the Government, the AfDB and the Investment Climate
Facility of Africa. In addition to legal reforms, the project supported the Government and the Ministry of Finance in the modernization, computerization
and simplification of the tax administration through the introduction of the electronic declaration. See governo.cv/index.php/rss/6173-mfp-preside-
encerramento-do-projecto-da-reforma-tributaria-em-cabo-verde (accessed 15 January 2018).

Unless otherwise quoted, the sources for this section are based on IBFD (2017) and the PWC tax summary of Cabo Verde, see taxsummaries.pwc.com/
ID/Cape-Verde-Individual-Significant-development.

This surcharge is levied in the municipalities of Praia (island of Santiago) and Mindelo (island of Séo Vicente).

A non-resident company is deemed to have a PE if it has any fixed installation or permanent representation located in Cabo Verde or carries out its
activity in Cabo Verde through employees or any other personnel hired for that purpose for a period of at least 183 days in a given year.

According to the REMPE regime, the following categories are considered: 1) a micro-sized company is an entity employing five or less persons with
an annual turnover that does not exceed CVE 5 million; 2) a small-sized company is an entity employing between six and ten persons with an annual
turnover between CVE 5 million and CVE 10 million.

Interest includes interest on bonds, deposit accounts, ordinary loans and other credit arrangements. Bond interest payments are subject to a reduced
withholding rate of 10 per cent, except bonds (but not public debt) listed on the stock exchange, which are subject to CIT at a rate of 5 per cent.

However, some WHT rates differ for non-resident companies: rental payments are withheld at 20 per cent, and services fees paid to non-resident
companies are subject to a 20 per cent final WHT (but there is no WHT on the remittance of branch profits).

It can apply both to imports (e.g. goods for the fuelling and provisioning of sea-going vessels and aircraft), and to exports (e.g. supply, modification,
repair, maintenance, chartering, and hiring of aircraft used by airlines).

Sector specific customs duty benefits apply to several activities, including the following: agriculture, livestock and fishing; industry; civil aeronautics;
maritime transport; media and communications; sports and musical production; health, among others. Benefits and conditions of eligibility vary by
sector.
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Variable rates apply as follows: loans (0.5 per cent), bank interest and fees or commissions (3.5 per cent), guarantees (0.5 per cent), insurance
(3.5 per cent), promissory notes and securities (0.5 per cent), emoluments and registration acts (15 per cent). Issuing contracts is taxed at a flat rate
of CVE1000.

Investments made in the above-mentioned sectors may still benefit from the following incentives if undertaken before 2013: a credit against CIT up
to 50 per cent; exemption from customs duties on the importation of capital goods, raw materials and supplies related to the investment project and;
exemptions from the property tax and stamp duty on the acquisition of real estate and other assets relating to the investment project or its financing.

Currently, the regulation of incentives is described under sections 1.7.1.10 1.7.12 of the Law 26/VIll/2013 (amended in 2016 and 2017), which include
the Tax Benefits Code, and set forth principles, rules and conditions for granting tax benefits.

See rffadvogados.com/xms/files/KNOW_HOW/Newsletters/2016/7_-_Julho/O_Centro_Internacional_de_Neg__cios_de_Cabo_Verde_-VII-.pdf (accessed
17 October 2017).

Activities may be carried out with CIN-licensed companies or with non-resident companies without a PE in Cabo Verde. The income tax rate is 2.5 per
cent in the case of creation of two jobs, for companies licensed to operate within the CIN. The following activities are excluded from exemptions in the
CIN regime: tourism, banking and insurance, real estate, or construction.

Prohibited practices relate to agreements, decisions and concerted practices, such as cartels and cartel behavior; territorial restrictions to consumer
and supplier base; price discrimination; refusals to deal, and tie-in sales (art 2.1). Exceptions also exist for competitive restrictive practices under some
circumstances (e.g. contribute to MSME development, distribution of benefits amongst consumers) (art 5).

Sector regulators are State agencies that have administrative, financial and patrimonial autonomy.

Since 2014, the Civil Aviation Agency became the focal point for competition policy in air transport (see Decree-Law No. 1/2016), The Agency has also
participated in international capacity-building initiatives on competition. See: www.asemana.publ.cv/?AAC-altera-Estatuto-para-incorporar-Autoridade-
da-Concorrencia, accessed 18 October 2017).

The highest average tariffs affect broad product categories such as clothing (34.1 per cent), beverages, spirits, and tobacco (31.3 per cent), and fish
and fishery products (22.9 per cent). These specific activities are the main industries of the country. The higher tariffs on these industries reflect the
protection given to these activities, see WTO, 2015a.

See asycuda.org/wnfiles/CAPVERT-Article-GB.pdf (accessed 18 January 2018).

Several other normative documents on the regulation of media and broadcasting activities, cultural and creative industries; industrial property;
trademarks; and medicine and pharmaceutical products also have implications on the intellectual property regime.

Berne Convention for the Protection of Literary and Artistic Works (July 7, 1997); Convention Establishing the World Intellectual Property Organization
(July 7, 1997); Rome Convention for the Protection of Performers, Producers of Phonograms and Broadcasting Organizations (July 3, 1997).

However, the WTO Council for TRIPS has not completed the review of Cabo Verde’s IP-related legislation (WTO, 2015b).
Fees are defined by Decree-Law no 7/2003 of April 7, 2003.

In 2016, the World Bank announced a $5 million credit to support the Competitiveness for Tourism Development project in Cabo Verde. The objective is
to enable the country to derive benefits from economic opportunities provided by the growing tourism sector, including capacity to promote investment.
The project includes the design of a long-term tourism development strategy and a medium-term action plan. See worldbank.org/en/news/press-
release/2016/05/10/world-bank-supports-cabo-verde-tourism-sector-as-the-engine-of-growth.

Its share capital is distributed as follows: 51 per cent owned by the State, 35 per cent by the municipality of Boa Vista and 14 per cent by the
municipality of Maio. The zone administers a total 7200 hectares for a period of 45 years. As of December 2017, 10 per cent had already been
developed (based on interviews during the fact-finding mission).

A pilot project to subdivide the large plots in smaller units is currently being undertaken jointly by the Tourism Development Corporation and the
municipalities on the island of Maio.

The Government of Cabo Verde has entered into a management agreement with Loftleidir Icelandic, a subsidiary of Icelandair Group, on the restructuring
of TACV, see ch-aviation.com/portal/news/58567-loftleidir-icelandic-outlines-plans-for-tacv-cape-verde (accessed on 17 February).

According to information provided during interviews for the fact-finding, the school has the capacity to receive 300 trainees per year on basic training
in hotel, tourism and catering, and 450 trainees per year on continuing training in management, marketing and food and health safety. The construction
of tis premises were supported by the Luxemburg Development Cooperation with the aim of increasing the productivity of the sector’s enterprises and
creating qualified jobs.

Regardless of budget considerations, the Government should be aware that there are advantages and disadvantages of having joint investment and
export promotion. For different perspectives see UNCTAD, 2013.

The total interest rate for loans is a maximum 8 per cent, of which 4 per cent is subsidized by the Government. Pré Empresa has received 623
applications, out of which 183 were eligible. Amongst these, 33 already had a bankable business plan and another 50 were offered training at AJEC.

FOISal (group Trasacco) is planning to invest about €140 million in a project for the production of organic tomatoes, valued at about 150 thousand tons
per year. The company signed an agreement with the Government of Cabo Verde to transfer a parcel of land in Sal for the installation of a production
unit. It is expected to create around 3,600 jobs, see camarabrazilecowas.com/en/foisal-produz-em-cabo-verde-tomate-organico-para-exportacao.

See caritas-africa.org/new/?page_id=69

See fao.org/fishery/facp/CPV/en
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The exploitation of the potential of the ocean requires a sensitive approach by parties concerned. Under the Fisheries Partnership Agreement between
the European Union and Cabo Verde and its financial contribution to the fisheries sector, sustainable fisheries management is promoted. It includes
capacity building for control and supervision, and for helping local fishing communities to improve governance with sustainable exploration, supply and
development in the sector. See fao.org/3/a-ax956e.pdf (accessed 18 February 2018) and eeas.europa.eu/delegations/sri-lanka/19890/cape-verde-
and-eu_en.

Creative industries cover a wide range of economic activities which include audio-visuals, literature, music, visual arts, performing arts, fashion, design,
architecture, advertising, handicrafts, gastronomy, festivals, and games, amongst others. In Cabo Verde, the creative economy is being recognized as
a strategic priority sector for growth and poverty reduction (UNCTAD, 2015b). Cabo Verde also has examples of international achievement on music
production, including through integration into the tourism industry as the example of singer Cesaria Evora has showed (Agra, 2013).

The standards, which were prepared by the Technical Commission for the Standardization of Agricultural Products, concern certain fruit and vegetables,
including tomatoes, potatoes, carrots, onions, bananas and papayas (WTO, 2015a).

Some of these practices have become standardized. For instance, a basic categorization according to the ISO 26000 standard “Guidance on Social
Responsibility” includes the following: i) intergovernmental organization (I0) standards linked to principles recognized in international declarations and
agreements; ii) multi-stakeholder initiative standards; iii) industry association codes; and iv) individual company codes (UNCTAD et al, 2011).

See meliahotelsinternational.com/sites/default/files/informes-financieros/mhi_annual_report_16_en_screen.pdf; and also tuigroup.com/en-en/
media/press-releases/2017/2017-08-09-riu-for-the-fifth-year-riu-hotels-fight-against-sexual-exploitation-of-children (accessed 18 February 2018).

See tuigroup.com/en-en/media/press-releases/2018/2018-01-29-riu-cape-verde-record-nesting-sea-turtles

These projects may present actions targeting the improvement and development of urban and environmental planning, social and cultural activities for
tourism in municipalities, projects in energy, interisland transport, health, security, capacity building of human resources and education in tourism and
the marketing of the Cabo Verde brand and image building abroad.

No legislation describing its mandate and objectives has yet been prepared (UNDP, 2014).

Stakeholders included representatives from DGT, DNA, the General Directorate of Land Planning, AMP, Director of International Cooperation, CV
Tradelnvest, National Association of Municipalities, Association of tourism and travel agents, hotel owners, TACV, Cabo Verdean Association of
Shipowners, chambers of commerce and labour unions (Government of Cabo Verde, 2010).

LI

Cabo Verde - Notes
83



*A11011199[8 0] S$9008 pUe suondadsul ‘Buisua| A)0L1199]a 0] $88998 pUE BumWIad ‘BUISUA]

Buipnjou| ‘Sainpeoo.d JuaLusiqelse-isod sujweeng  © 8 anoJdwi pue suoibal panlas-1apun 0} SaoIAI8s . MEMM,M“
i _ . y luawysliqe]
puedxa pinoys ap.aj 0ge) “pasnpo.l ssauisng

SL0IN|OS JUALLLIBA0L)S SAIRAOUUI PUR paAcidiul

Uuaaq aAeY $ainpadoid uone.siBal ssauisng 9iEpIosU0] 2

9Vl
e RIS 0GE] PUE 211081 UIBPOUI LM pOUDIPE et jopout e dojenaq | 7 7 ‘Sen08(qo Jusidojensp [eUONRU oLy
"101198]0.4d JUBLUISBAUI BAI1D8}8 UlelUlBW INg $8AI08[qo Aoljod o1gnd oy DUB SJUBWaJe JuaLdojaAap 8|qRuIRISNS
aleinfiai 01 Jybs syl Buipsenhajes pue suoisinoid Aay Buikiue|o pue Buiuljal GvY| o1RIBa1UI 181180 O] PAzIUIBPOW aq pinod (Sy|))
eeeeeeeeeeeneen, G DUPRIOUY "ADBYEAS JUBLIAO[ONSD [BUONBU BUY UM BUIl UL SYII WORY | sjuawsaibe Juawisanul feuolieuislul Uy ‘Afeuts

"BLIBILIO paulap-8ld U0 paseq SeAnUsdU| o ‘uoneisiuiwpe algnd ayy Joj Auxa|dwod 6
1ueJ6 pue S10BJIUOD JUSLLISAAUY JO 8SN B} IN0 8SBY rvi BAISSBIX3 PUB SJI0I1S8AUI BUOWE UoRUIWILIOSIP o199 nm-mE_mE

onsewop aznioud o1 Uone|siBe] aul Buipuewe Jepisuony V| [enpiaipul Aq pauanob s| sjusuiisaul ubieloy
BT YT T A R e ST R 10 %INq 8L ‘SapIsag ‘pauLap Apeoiq (s
pue Jojsanul ublaloy, ‘,JUsWISeAU| UBIBIOY, JO SUORIULOP JESJD 8PIN0Yd 2| aJe sa1npaoold pue §1deou0d A8y ‘194 104
'|04 Buiuienob suoienBal pue SMe| || SS04oe SUONIUIEP PaJe|aI-1UBLUISAAUI 8ZIUOLLIBH 0} $89UUBd0 $,pIa/, 0GEY PAIEP|0SU0D
2102 40 Me Juswilsanu| 8y} jo [eaoldde sy

uoneysiba| Jo 8991d suo Ul swibal o

JUBLUISAAUI [RUOIBU BU] JO Suoisirold Ay ||e 81epljosu0)) LV

&MOH éfum &0p 01 1_YM

SNOILYANANINOIAd 40 AdVINIANG 1 XINNV

Cabo Verde - Annex
84



"ALLIOU023 BU) JO SI0}8S JUIBIp Ul SpusLalnbal Jo
SISBQ 8L} UO S||1¥S 824898 JO 1SI| U} MaIAal Aieinbas pue auiwglep
JO %SB) U} UIM UORIBILILL| UO [19UN0Y) [RUOHEN 8U} 1SnuT

“LOITRJBILULU UO [19UN0Y) [BUOIBN PalRAIIOR-8l

e, NBUBO31 AU JO YOM BU} U S18LEA 81905 1e100100U) 'pa0J0JUa Uaa( 10U Sey ‘UORIBIE S|IMS

"WIB1SAS BuIse) 18)4BeW INOGR| pue e1onb 9a] 01 Uoeoudde pajiL| B Jjasl Ul Apealfe 1sal

ay1 aoejdas 01 yoroidde 1SI| S||IYS-82JBIS B 81837 19IBLL INOGE| BU] 'Papaau JSoLl aJe 8sal)

S UD1810] 0] $S9IIE H998S 1ey] Salurdwod ul saskojdwa UBUM S|[1%S 0] SS8908 S1e1I[I8] 01 ABaIeNS
11SaWOp J0J paulle sawayas Hulue) Aurdwod-ul 8j0wold 1ea|o ou I aJay) ‘deb “w__.zm JUBDIIUBIS ©

a)dsa( ‘suonoadsul JUapIoode [BLISNPUI  S|IINS 0} SS899e

. SuBUDIBIOY JO} WM SIOM 1S8NDBI JeU) SWIY JO SUORIRASU UBLYbUBRS puE A1aJes Buinoiduwl pue anbojeIp [e100S  aje}|Ioe) pue
SO0 i o i i 1 onoaios o it G G o 100 & Ougouoid 290, noqe . Foyod nog
'suonoadsul LWOpUE S, [ 9] Jo AjreinBial au Juawbny ur salyenbaul BuISSaIpP. ‘SUOUAALOY aoueyuy

391110 Ue Uado pue |9 Jo sanioedes au) UsyIBUBAS urewsay sdeb swos ‘1onemoH “ALouoda

0 BB [BDS U0 UONBISIBe] BUj pUALY cal 1NOY1IM SI8XJ0M JO 1yDLI 8y) 198]0.d 0}
56 U SuoleioEss T swie uone|siBa| Jnoge| S,8p49/\ 0geD

s.Jafojdwa Jo uonesld sy alowold 01 UsAIb aq pinoys A1ioLid 2al
‘Bujurebieq 9A199]|09 UO UOISSILIWIOD d111iedil] ay) azijeuonelad(

"suolun Jnoge| Aq 9onoeld axi1s Lo BUNOA pue buiuoisinbal [IAID 0} o
spsefial yum suonebijqo [euoeuISIuI YYIM aul Ul uone|siBa) Jnoge| sy} pustuy Ha

*$100(0.4d BAIISUSS-A||BIUBLLLIOIIALS JO SUOISSNISIP Ul
abJe| 1e 21|gqnd 8y pue A18120S [IA19 JO uoledionted syl abeinoouy 'O

"(Ys9) Aujigisuodsal [e1o0s a1elodiod sbeinoouy

"paIaPISU0D 8Q PINOYS S8INSLaLU SLI0S

'SUON2adsUI pue BUISUSDI| [BIUBLUUOIIAUS IXG1U00 SIU Uf “} BuiAoidwl JO Wie 8
e senennn., ) PIOND SBOIMNOSEI [BIOUELIY PUE LIELINY BSB8.0Ul ... U ‘BUISUSO) [BJUSLILOIIALS BI0UM 8L} awba,
SUBINSUOD Vg JO UoliEdijnIes Kiorepus agaiy 9 1O MBIASJ 1J3dXa U pauoISSILILLIO SBy uonoayo4d
S ha1Ueab ade $80U89l| Ja)e suonoadsur 1sod-xa aonpoul-ay JUSLIUIBAOY) B "YIMOIB PalejaI-WSLN0o)  [BJUSWUOIIAUD
abuey? [e100s JuRDYIUBIS 0} Sesuodsal ayenbape 8959104 [EJUSLLLO.IAUS 8L} SSaIpPE 0} JUsldInsSul S|

'$90U8Nbasu0d [8100S papuaiuiun aonpold o1 Ajay s108foid Jo) $$8204d
1UBWISSASSE 19BdW| [BIUSWUOJIAUS |[BJBAO 8U] Ul JUBISSSSE 19BdWI [BIO0S B 8]1Rifa)u|

"Sy|3 AlojepueLl Joj BLS]LO Buipnjoul ‘Buniiwiad [RlUSWILOIIAUS Paseq-Ysil 1dopy KoY
¢MOH éAum ¢op 0} 1eym

Cabo Verde - Annex



(‘%" 1o Buiseyd 41dY1 1UN S10BJIUOD 1USWISSAUI MBU JO 1UBIL0I 8Y] BZIUOWLIBH

e Sl OIS0 PO X VO ‘awi6a) Xe) au} J0 AIxelWI00 L)
‘YA SB UoNns ‘UoNexe] 108J1pul Jo Sajed Bululjwesl)s pue (unJ 8SBaJoUl Usne AeW SBWSYIS SBAIUBIUI
1J0OysS 8y Ul) uone|ioe) swoisnd aaoidwi 0] SaNss| Xel Uo S[eloljo e MaU 8Wog "S1JeliU0J JusWISaAUl JO 8sn
JapJog Buiues) Ag S1aploq auy1 18 uonexe) Jo usping 8yl 8anpay 8} Jemoy 03 sue(d ou aJe 81ay} Inq ‘awibe.
XB] U] auljwea)s 01 ssaubuljjim ayl 6
"aWIfal xe1 [esousb sy Jo sSauaAnNadWod syl sroldu 241 o1BOIPUI SWLI0Ja] 1U808Y “SHoLap 196png =o_~mmﬁ_ow_u
"puUNOg-aWi} 8Je (€ pue ‘sennoslgo Juswdojanap a|qeurelsns pue a|geinseatu Buimoub 01 pappe 1eu s8sso| anuanal 0} o_.___Emo ns 9
Buroddns e pawie pue paseq-aouewiogad ale (g {(seuo paseq-lijoid uey) P3INQLIU0J SAWBYIS SBAIUBSIUI JUBIBHIP .
Jay)el) anyipuadxa [e1ideo puB JUBLISAAUI-8J PIBMAI (| 1BU) SBANUAIUI XB) URlaY 0} paxul| suonduuaxa xe} Jo uonesayjoud
., 9y} :S1S00 JueIIIUBIS 1B BWRD 0S[e Il
*SAAI198(qO 18y} 1SUIRBR SAAIUSIUI JO 108)}8 AU SS8SSE pue JOHUO FH ‘5599018 JONW SMOYS SMOJ} JUSLLISAAU
*SAlUBOUI BuILlWesnS Joj ABajens B auya( ub1210} U0 8OUBULIOLIEd PIIOS 8L BlIUM
. wm>_E8:_@::m_xfom_mzmcfc@:mgHmoommxmt%%
'S1S09 [RUOIIPPR 1NOUYIM UBMBLISPUN 8q $aLsIBal pug| Ul SLIBU 0M] JO UOIIPPE au) .
eyl Bunepuew se yoans ‘suybl pue| ul Alfenbs Jepualh ainsus 0] swilojal [efa| JapISuo) SEL
" spuels| 1O 8L [[E 0] AISEPE B JO LONNDAX3 AU} ONUUOD O] BepURW B UM
uoneziueb.o Justiabeuew e dn 18s Jo ‘SuoIUN, 8oURUSIUIRL Bulpnjoul ‘A1Unod ay) Jo 271 |UBLIS3AUI 01 1ULIA19D B BunUasaidal ‘A)soo
1591 8y} Ul suoijelado [easeped 10} Ajigisuodsal Jano axel 0} [ 9N Jo saiioeded ay) pjing DUB AUIBUB] SI PUE| 0] $S8998 pUB 36US|[eLD DU
"90UBUAJUIBW PUB SAOIAISS ‘JUSWIA0|9Aap 8INjoNJiSeljul B SUIBLUa] aInus) pue| BuLndas ‘spuejs! [ 0} SS3J0®
Jadoud Aq paiuedwoase s| yimoih Justudojanap ayeaud eyl ainsug ur weysAs uonelsifal pue a11seped sAl8Yd anoldw) °g
Ucm ®>_mC®£mLQEOO.®u~O wocwwﬂwwr_”— C_
'$108[04d JuBWIAO|aABP WSIINO] JOJ pUB| 01 $S8208 BA0JdW| T
. _m_EEOQE@EmeE_%_cEE%E_N:_BSmmEE
paJalsiullpe S|gaJed pue| Jo JuswdogAasp pue [eroldde 108f0.id Jo
$59004d aU} Ul SI8p|0y8YelS UALILLIAAOG L8aM]aq LONBUIPI009 aroidw|
EMOH ehum £0P 01 Jeum

Cabo Verde - Annex

86



U0Issa.dxa [eN}ND LLapIa/ adey) [RUOIIPEI] JO SHIBL BAI08(00
pUB UOIJBOIJ11480 8U) 0} SISILIE PUB USWSIIRIO U)M IOM 8ZI11I0Ld

‘Ruiadoud [emos)e1ul sy Je1s1Bal 01 Buljjim ajdoad Joj 110ddns J8L10 0 [eloUBUI 8PIAOI

>tmgoa_mEom__Bc_L_oﬁmccﬁwam:oE_,acmgmE -
1N0Qe SJ0]19e [RAn) N9 1shuowe subiedwrd sSauateme ayelIopun

“UOIBAOUUI J8)S0J 01 (1'9Y pUB Sp|al) [B2160]0UYI8) Ul 84NJUSA JUI0[ PUB JUBLUISAU
uBlalo) 810wold pue 10198S 81eALd pUB SBINISIBAIUN UsaM]aq Sabeyul| 8Sealoul L'l
‘(a:9y) 1awdojanap pue yoteasal Buloueul) Jo) $8191j0d 8AI10€ BI0W 8yeIBpUN

A1adoud [emosyo1u|

"SOAIUSIUI PA].|aI-SWoISN AjaAissalfold aziuoweH ZH

'SJ9P.J0q 8U} 18 UONeUIPI009 Aousbe-igjul aroidu| CH

Ajreuoneusayul buipesy

‘uonadwod Lo SaAleiiul uoeiadood [euoiBas pue [euoeulalul Ul Jayyng afedu] e

"salouabe Alorenbal ay) pue sausiuiw syl ‘Aioyine

uonadwod ay) Uasmiaq UONRUIPI00D 10} SWSIUeydawW 8y} Ajoadg

¢9l

‘Jauuostad pue $82IN0Sa. [eloueUl ajenbape

11 1uelb pue Ayioyine uonnadwod sy azijeuoneladp

FO'l

awibaJ uoniadwon
¢MOH

‘MO| SUlBWA. UONBaID 8bpajmouy
BuralsiBal Jo Sjauaq 8yl UO SSausieme
pue ‘[emosyjaul uone|sifs| sy sayeul
AuJoyine uoniadwod e Jo %ol 8y) ‘Iapioq sanssi pajejal
8] 1e Sawin Buniem seses.oul awibal apeJ} Jaylo
SBAIIUBIUI 81 JO AlIXa|dL0D 8U) ‘JoaABMOH uo ssalboud
*90110e.4d poob [euoieuIBul Yim sawibal anunuoy 7
A1adoud [en1os)81ul pue uoniadwod S
ubije pue awibai ape1 Sl 8zI[eJaql| 01
SwJojal Juedlubls paldope sey apJsp 0ge)

éhum Z0p 01 1eym

Cabo Verde - Annex

87



"S9I1IAIJOB |[RUONBLWIOJUI WIoBad pue asialexa Buipuelq A1unod
a1 UBLWB|dwWwI puB 19NPUOD 0] S1BPUBW B YIIM — WSLNO| JO Jaquiey) <Nl
8yl pue | | Ag parioddns — pJeog wsino| [euoissajoid e dn 183

"1SaAUjopel] JO SallAOR Buipjing-abew ay) 1o} SIseq ayl BUILLIO
:Ansnpul 8y Jo susWbas JUBJIBYIP SSOJOR 1SaJ01Ul pasea.oul Bunoe.ie
PUB WSIINO] 8|GRUIRISNS J0) UONBUNSSP PBY| B Se 8pIaj 0ge)) BUIUONISOd o
‘sJoployeyels uonowo.d wsunol Jje BUIAjoAUl «  9'g’]|
‘ABa1ea1s uawdoeAsp WSIINOY 8y} JO $BAI108[Q0 8yl yum Aous)sisuod Buunsuy
:AQ uonRUNSAP WSLINO] B S 9pJoj 0ge) JO
AlIgrURISNS BY1 UO PAsSNI0) puelq uoneunsap e dojans(

uonowo.d |4

‘uonealyisienlp Auedwodoe o) Buiurel) [eUOISSaj0id pue UONBONPS WSLINO) Uapeolg  S'gl

"SJ9P|0YSYE1S [820] YIM Apuiol ‘Spue|sl 8yl JO Yoes 1o}
$109(04d a1njonJIselul WSLING] [[ews Jo aujadid 198(0id e ajidwo)

"8.MoNJ1SeLUI WSLINO) 98as Jajjews dojenap o

anoJdwl 01 101088 areAld syl yum sdiysieulied abelansT

"SIl Aouednago pue azis [aated ybno.y) sennoslgo .
Juawidojanap WSLINO) 8|geureISNS 8y} 0} Buiuoz pue Buiuueld puey ubljy edil

"WIS1INO] 0} JUBA8|8J 81njonJise.iul o1ignd 4O UooNJISu0d 8yl 1o}
a1B1S 8yl YlIM 01Ul PaIsIUa SUOISSAIU0D 0] Jaljal Xel BUIpUB]IXa JapISuo) e

"SolIAlo. 186.Je] ul 4o ‘Jenusiod wWsLNO) pajjLnjun
Uum AJIUNod 8U1 JO SeaJe Ul SBAIIUSUI [BIIUBIBLIP BPIAOL] o

"Sal1IAI0. 1896.1.] U810 10 S811U8d 82U8I8JU0T ‘S910Y SSBuUISNg ‘s|a1oy anbinog ojul
paLuIojsueIl Bulaq S|2104 01 S19SSE PaxI) U0 So1el 82UBMO|B UswWISaAul Jaybiy Ajddy
:UONBIIJISIBAIP [BUOIBAI pue 9jWwou0ds ajowo.ld
0] J0108S WSLINO] 8y} 10} SeAIUBUI JO Bwibal 8yl wioey

"JuaWwdolansp ajgeureIsns pue UOITBIILISIBAIP WSLINO] aj0wo.d 0] JUeAS|aI 8B UoIym .

IN0OQe| puB UBWUOIIAUS ‘UoNadwod ‘Xe) ‘pue| 01 SS8J08 U0 WI0Jal 8yl 8Z111i0ld Lal

Ka1jod Juswiysanuj

cdll

&MOH

"WISLINOY Ul |4 40 19edwi Juswdojansp
9|geureISNS ay] dzIWIXew 0] SaAIlBNIUI pue
$|00] ‘Sa101j0d BWOS SPUBWILLI0JaL Hd| aul ‘a4
10 8]0J 8] pUBSPJBA 0ge) Ul J10128S WSIINO]
31 JO Sniels 8yl Buimalnal Jsle ‘Sannoas(o
$,JUslUJaA0Y) 8y} Jo 1ioddns uj “sull) (20|
yum sabeyul| Joy [ernualod ayl Yim SaliiAloe
2ILLOU023 Jay10 0] UaAlf 8Q pIN0I SN0}
J8buos e quswbes ,pues-ess-uns, ayl
UIYIM uaAg “pajiojdxaun Ajghlie| ase yaiym
‘Ansnpul 8y} Jo sjuswihas paje(al-ainsia|
1810 pue [e21101SIY ‘anjusApe ‘[ednynd ay}

Ul SJ8}J0 WiS1N0} ayaiu Joy [enuslod si aJay |
*A11UN0J 8y} JO SPUBISI PUB SJ10}08S MBU OJul
Juswdojanap Buiuapeolq Jo) abelars| B se pasn
8( UBd WsLINo} pue ‘Awouoda syl AJISIBAIP 0]
S| JUBWIUIBAOL) 8U] JO SBA118[go 8y} Jo suQ

éhum

wis1no} ui
1a4 Jo 1oedwi
1awdojanap
a|qeulelsns
ay] aziwixe| 8

Z0p 01 1eym

Cabo Verde - Annex

88



'sinaualdaljua Joj spuny Jo Ayjiqe|ieAe aseaIoul 0} SAIRIU| puog elodselq ay) 1dopy

"$10108S PUB $8LIUN0J 21410ads 186.e) pue
‘sinauaidallua [2o0| pue Biodselp 199UU0d 0] YI0oM]aU B ysijqels]

*Sjuapuadap 10 Uaip|Iyo ‘asnods 0} papusIxa Snyels JUapIsal

Jusuew.ad pue ‘s199)48 [euosiad pue pjoyasnoy papoduu uo uonduwiexa

A1Np SWoIsNI ‘uondwaxa Xey awoaul punog-awi} apnjoul pinod

aLLIAYDS AU} Japun SaAlUBoU| *awWayag eiodselq apJsp 0qen e 1dopy

e
0} eJodseIp au Jo Juswabebua aAloe 8J0uW B 8100

‘awiwelbold 931 3HdINT BY1 Se yans saaieliul 1oddns uoneoanps diysinsusidanus dopy  0L'gll

‘BuIyomiau pue ssaualeme Jo uonowoid ay |

"90URUI} 0} $S809E UI SjUsLLIBA0IdW|

‘uoljeAouUl pue abueyoxa ABojouyda) Jo UoNB|IoR) 8y |

“uawdojanap s|jiys pue uoieanpa diysinauaidaiua Jo uonotwoid ay |

Leail

. 6'dll wsino} ul

yiomawel) Aojenbas ay) Jo uoneziwndo ay| 0 1oeduw

:819€] pinoys ABa1ens ay| "We1sAs0os [elnaualdalius ay) Jo _m_“n_w H.c ngo -
SSBUBAIID8YI 8} 8oUBYUS 0] ‘WSLINO] 8|qeulelsns o) ABa1elis [euoieu sy} ! m_gmc___ﬁmzw

pue Sg3d au1 yum paubije ‘ABajens diysinsuaidalius [euoneu B ajeinuwio ay} ozZIWIXe '8

diysinauaidanul

‘swisiueyoaw Buyoed) 109(oid ayenbape 1dope pue |q4 Bunsixe
Buipuedxa pue Buluie1al 10} S8IAISS J8118Q J81S0) 0] Ue|d UOIOR
U1 JO uonejuaWa|dwl 8yl YIIM PIBMIO) BAOJA :S8DIAISS 81BDI8)Y

‘B3RS UoIRIIUNWLLIOD aAISUsyaidwod e ybnolyl wayl yoeoldde pue spuels
31 JO yoea Ul 8|ge|ieAR S82IN0S3J 81 01 PaSIWOISNI ‘(Spea)) J0109sgns 186.e]
yora Ul pajehlel aq 01 saluedwod [enusiod Jo SIS 81elauay) :Bunsbiel J01SeAuU|

's9|1j04d pue sbulyag Anunyioddo 198(0.4d JUBWISAAUI 81840U09 8ledald (
‘lenuajod WSLINO] Jioy} 8oUBYUS 0] PapPasU aJe 1.yl SIUBLUISAAUI 81N10NJISeijul
10 sisfjeue deb ayeliapun pue Spue|s| 8yl Jo yoes Ul sabejueape 91)109ds
-10199SQNS JO UONBIIIUaPI 8yl 819|dwon (| :aousbijjaiul 16xJew pue YyoIeasay

"SBI1IAIIO JUSLUISAAUI LWSIINO] B|CRUIRISNS 10 UONBUNSSEP B S| 88/ 0GR
1ey1 18] a1 Buissa.s abessaw pateys e dojaaep pue as1aiexs Bulpue.q syl
10 UBUOdWOI pale|al-1usLISaAUl 8y) Jusws|dwi :Bulpueiq pue Bulp|ing abew|

:Buipn|oul ‘suonouny Lonowosd JUSWISAAUI MaUl Juaua|dwl 0} }aAulapes] 1oddng  g'gl
¢{MOH éAum ¢0p 01 1eym

Cabo Verde - Annex



'$99110e1d B|0BUIRISNS JO UONBINILISI [BUOlBUIBIUI 8)0WO0Id 0] SUoys Loddng  /1°g')|

oA 8beinooug  9L'gl

aLai

‘Sureyo aj0y abue| ay1 Agq seaneniul Burodal Ayjigeureisns Areun

'pun4 ws1No| sy Aq paiuawua|dwi aq 01 s198/oid Jo UOII8|8S BY) 0] Spaebal yum
S3NIUNWILLOD [e20] puR Saiifediolunw 8y} Jo Alaeded Buiew-UOISIDap ay) 9Sea.ou|

"8JoUMas|a pajeal|das aq 0} [9poW B Se pasn aq

PIN0 [eS U 110un0d UoleuNsaq 8y “sjapow Juswabedus pue anbojeip 8|qenns 1dopy 4| -g

"SPUBISI AU JO Y9Ba UILYIM SLWSIUBYISW 3nBOfRIp JO UONBaId 8y} 810Woid

‘sowleiboud

pue $a101j0d 8AISN|oUI 9J0W UBISEP 0] SUONBIJ0SSE UsWIayS]) [BUBSILIE PUB SIBULIR)
‘UBLUOM ‘[BlUBLLILOJIAUS SB Yyans sdnotb A18120S |IAID JO SaAlRIUaSaldal 0s|e pue
‘SJ9P|0YaYRIS J0198S WSLINO ,198.1p, 9pNjaul 0] [19Uno) 8y Jo diysiaquiawl syl Mojly

‘|louNon WSLINO] [RUONBN 8U} 8zljeuoneiadQ

craill

sanneniul Ayjiqeureisng

"90UR]SISSE [eloueUl) pue $onsifo| ‘1ioddns uoieolnlad ‘Buipelbdn

ABojouyosy Jo sueaw Ag sabexull Bunsixe Buiuayibuails 01 JUBAS|I SBAITBNIUI

1oddns Jay1o pue sainseswl Aoljod 1dope :1ioddns Atejuswa|dwo)

‘Sluswaalbe Addns yoras 0] $asI0I8xXe AueWydIeWw pue Buluies ybnoiyl sielddns [eao)
palahiel Jo A11oedes aanonpold syl usyibuais UaAng syl yum uonesadood ui :Buipesbdn
‘Ruedwod 18Ang 8y} Jo ureyo Ajddns ay) ss$899e 0] 10npo.d

yoea 10J JUBA8|a. Suoneoljoads Ajddns pue sjuswalinbal ‘spiepuels

ay] U0 S|enuew pa|ielap aledaid pue syoafold 1o11d ay) ul ayedioned

[IIM Tey) Sejuedwod pue s1onpoid syl 19818S :uonas|es Auedwo)

‘spJepue)s A1oAljap o Aljenb pasinbal ayy ul sdeb ay) ssosse

pue puewap [enusajod ybiy e S| 81ay) a1aym SalIAIIOR 8y) JO BWOS 10}

sanunyioddo diysinauaidaiusa Jo Bulusalds e axellapun :sisAjeue dey

*90npoud abelanaq 3 pooj (20| BUIISIX 8Y1 YIM Weyl yoreu

puUR Spasu J1ay) asAjeur 0] $110SaJ SAISN|oUl-||e 8y Buowe AaAIns

e Bunonpuod Ag sisAjeue Ajddns-puewop e aJedaid :Apnis 10M4e|\

:10199S WSLIN0Y 8y Ul Bunesado SINIA Yum Buiewu-yorew Jisy) pue sialddns [g20] Jo
Buipelbdn Ajjenb ‘UoREOIISIBAIP JILLOU0IS B)RY[I0.) 0] swwelbold sabeyul e dn 185

ckdll

awweibhoud sabeyur]

&MOH

éhum

wis1No} ul
1a4 Jo 10edwi
1awdojanap
a|qeulelsns
8y} aziwixe|N 8

Z0p 01 1eym

Cabo Verde - Annex

90



ANNEX 2. STATISTICS ON THE TOURISM
SECTOR IN CABO VERDE, 2016

Arrivals and overnight stays, by island

Cabo Santo Sao Sao

Categories Verde Antao Vicente Nicolau

Sal BoaVista Maio Santiago Fogo Brava

Arrivals 644 429 22149 38542 1651 293987 203331 1469 72357 9386 1557

Share arrivals
(per cent) 3.4 6 0.3 45.6 31.6 0.2 1.2 1.5 0.2

Share overnights
(per cent) 15 2.7 0.2 50.4 40.7 0.2 3.7 06 02

Establishments, capacity and personnel in service, by island

Establishments 233 42 41 9 29 22 9 50 22 9
Number of

rooms 11 435 490 827 98 5 261 3044 81 1260 277 97
Number of beds 18 382 697 1200 136 8 487 5385 114 1864 385 114
Accommodation

capacity 24 376 962 1658 193 11 791 6 321 174 2 551 557 169
Personnel

employed 7742 230 515 37 4070 1910 25 819 110 26
Arrivals 644 429 22149 38542 1651 293 987 203 331 1469 72357 9386 1557

Occupancy
(per cent)

Source: INE, 2017

Tourist visits in Cabo Verde by countries
Country of

residence Arrivals Per cent Overnight stays Per cent

United Kingdom 131 793 20.5 1225913 30
Germany ................................. e S e A B e
Portugal .................................. e R e e R
Fr ance .................................... 6‘;1”8'6'1 ........................... 101 ...................... 3 25497 .............................. é ........
Be|g|um QA - RO oo s T
e R e A e R G
e R e e R (e R
Spaln ....................................... e T F S
e S e S e SR e
e S i S R T P
ORI B e - R R
P e R S e R e
e R e R e S
Source: INE, 2017
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LIIPR

INVESTMENT POLICY REVIEW

The Investment Policy Review of Cabo Verde is the latest in a series of investment policy reviews
undertaken by UNCTAD at the request of countries interested in improving their investment
framework and climate. The economies included. in this series are:

Egypt (1999)
Uzbekistan (1999)
Uganda (2000)
Peru (2000)
Mauritius (2001)
Ecuador (2001)
Ethiopia (2002)

United Republic of
Tanzania (2002)

Botswana (2003)
Ghana (2003)
Lesotho (2003)
Nepal (2003)

Sri Lanka (2004)
Algeria (2004)
Benin (2005)

Kenya (2005)
Colombia (2006)
Rwanda (2006)
Zambia (2007)
Morocco (2008)
Viet Nam (2008)
Dominican Republic (2009)
Nigeria (2009)
Mauritania (2009)
Burkina Faso (2009)
Belarus (2009)
Burundi (2010)
Sierra Leone (2010)
El Salvador (2010)
Guatemala (2011)

The former Yugoslav
Republic of Macedonia (2011)

Mozambique (2012)

Djibouti (2013)

Mongolia (2013)

Bangladesh (2013)

Republic of Moldova (2013)
Republic of the Congo (2015)
The Sudan (2015)

Bosnia and Herzegovina (2015)
Kyrgyzstan (2015)
Madagascar (2015)
Tajikistan (2016)

The Gambia (2017)
South-East Europe (2017)
Lebanon (2018)

Visit the website on IPRs
http://unctad.org/ipr
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