
CABO VERDE
Table 1 2022
Population, million 0.6

GDP, current US$ billion 2.3

GDP per capita, current US$ 3943.9

International poverty rate ($2.15)a 4.6

Lower middle-income poverty rate ($3.65)a 19.3

Upper middle-income poverty rate ($6.85)a 50.9

Gini indexa 42.4

School enrollment, primary (% gross)b 100.9

Life expectancy at birth, yearsb 74.8

Total GHG emissions (mtCO2e) 0.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

Growth rebounded to 15 percent in 2022,

with real per capita incomes surpassing

pre-pandemic levels, driven by the recov-

ery of tourism. Russia’s invasion of

Ukraine intensified inflation pressures,

which peaked at 7.9 percent. Growth-

friendly fiscal consolidation should sup-

port growth converging to 5.5 percent

over the medium term while the outlook

remains subject to downside risks stem-

ming from the war in Ukraine, a global

deceleration, delayed structural reforms,

and climatic shocks.

Key conditions and
challenges

Political stability, democratic institu-
tions, and relatively pro-market re-
forms have generated significant eco-
nomic and social progress since in-
dependence in 1975. However, Cabo
Verde’s development model, predomi-
nantly based on tourism and foreign
direct investment (FDI), has shown
signs of fatigue since the 2008 global
financial crisis. Ineffective counter-
cyclical fiscal policies led to growing
financing needs and increased public
debt between 2010-2015. To put public
debt back on a sustainable path, the
Government initiated a fiscal consoli-
dation program in 2016, including the
reform of loss-making state-owned en-
terprises (SOEs).
The shock resulting from COVID-19 pro-
duced the largest economic contraction on
record (14.8 percent) in 2020 and exposed
the country’s economic vulnerabilities.
Global travel restrictions led to a sharp
contraction in tourism and related activ-
ities. Progress in fiscal consolidation and
debt reduction were reversed, particularly
as contingent liabilities related to SOEs
materialized, and the poverty rate peaked
at 21.5 percent (using the $3.65 per-
day-2017 PPP), driven by substantial job
losses, particularly in the tourism sector.
Recent shocks have highlighted the econ-
omy’s exposure to external risks and nar-
row dependence on tourism, in addition

to growing climate risks and fiscal risks,
which requires investments and structural
reforms to help diversify the economy.

Recent developments

Economic activity is estimated to have ex-
panded by 15 percent in 2022, with per
capita incomes surpassing pre-pandemic
levels (2019). On the supply side, accom-
modation, transport, and commerce ex-
plained 60 percent of growth. On the de-
mand side, exports (mainly tourism) and
private consumption accounted for 90 per-
cent of growth. The rebound in economic
activity in 2022 was accompanied by a re-
duction in poverty (0.8 percentage points
to reach 19.3 percent in 2022), despite the
spike in inflation.
Headline inflation reached 7.9 percent (y/
y) in December 2022 after inflationary
pressures emerged in 2021, fueled by high
international oil and food prices and global
supply chain disruptions due to the war in
Ukraine. Food inflation peaked at 15.7 per-
cent while energy and transportation in-
flation increased to 10.1 and 11.1 percent,
respectively. Higher food prices and low
agricultural production, driven by the five-
year long drought, intensified food inse-
curity. Cabo Verde’s monetary policy is
aligned with the Eurozone, as the escudo is
pegged to the euro.
The poverty rate fell from 20.1 percent
in 2021 to 19.3 percent in 2022 (using
US$3.65 per-day-2017 PPP), reaching the
poverty levels of 2015. Economic growth
was fundamental for poverty reduction,

FIGURE 1 Cabo Verde / Real GDP growth and inflation
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FIGURE 2 Cabo Verde / Actual and projected poverty rates
and GDP per capita
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led by the creation of new jobs, especially
in the tourism sector. However, poverty
reduction was dampened by the increase
in inflation in 2022, especially higher food
prices. It is estimated that without the in-
crease in food prices, poverty would have
been 16.2 percent in 2022 ($3.65 per day
PPP 2017), almost 3 percentage points
lower and close to the pre-pandemic level
(16.1 percent) in 2019.
The fiscal deficit narrowed to 3.8 percent of
GDP in 2022, supported by the strong eco-
nomic performance and increased fiscal
revenues. Public debt declined from 142.7 to
126.2 percent of GDP, driven by GDP
growth. Total revenue increased 39 percent,
driven by personal income and VAT taxes,
while total expenditure increased 20.6 per-
cent, reflecting higher current expenditure,
estimated at 4.2 percent of GDP, to protect
the most vulnerable from rising food inse-
curity and to control fuel and energy prices.
The social protection system, through cash
transfers, supported the most vulnerable.
The current account deficit (CAD) declined
from 11.2 percent of GDP in 2021 to 0.9
percent in 2022, supported by a higher
surplus in net-services exports and robust
remittances. The CAD was financed by

concessional loans and FDI as internation-
al reserves reached 7.2 months of imports.

Outlook

Real GDP growth is projected to reach 4.8
percent in 2023 (3.8 percent in per capita
terms). Over the medium-term, private
consumption, investment in tourism and
the blue economy should support growth.
The outlook is subject to substantial down-
side risks stemming from uncertainties
due to the war in Ukraine, mainly through
inflation and its impact on private con-
sumption, slow global growth, particularly
in Europe, delayed structural reforms to
manage fiscal risks, and climatic shocks.
Inflation is expected to moderate in 2023,
as global growth moderates, commodity
prices stabilize, and supply bottlenecks
ease. Headline inflation is projected at 4.5
percent. Over the medium-term, the nom-
inal anchor (peg to the Euro) and return
to fiscal consolidation should contain infla-
tion, converging to 2 percent by end-2024.
The authorities are committed to gradual
revenue-driven fiscal consolidation over

the medium-term, which includes en-
hanced management of fiscal risks, rev-
enue mobilization, and the waning of ex-
ceptional shock measures. Consequently,
the fiscal deficit is projected to reach 2 per-
cent of GDP by 2025 and the public debt-
to-GDP ratio to improve from 126.2 per-
cent in 2022 to 106 percent by 2025. Fiscal
risks will remain high as the fiscal deficit is
exposed to contingent liabilities in sectors
particularly vulnerable to external shocks.
The CAD is projected to reach 2.1 percent
of GDP in 2023, driven by higher imports,
particularly for private investment. Over
the medium-term, higher public debt
amortization outflows are expected to in-
crease external financing needs, which
will be covered by official borrowing and
FDI. International reserves are expected
to remain adequate, at 5.5 months of
prospective imports.
Poverty (using US$3.65 per-day-2017
PPP) is projected to remain above 19 per-
cent in 2023 due to higher prices, espe-
cially of food items. The poverty rate is
expected to fall to 18.7 percent in 2024
and then continue falling to 17.5 percent
by 2025, supported by economic growth
and the stabilization of inflation.

TABLE 2 Cabo Verde / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -14.8 7.0 15.0 4.8 5.4 5.3

Private Consumption -11.3 9.4 18.6 4.6 5.1 5.0
Government Consumption 0.8 30.1 15.5 5.2 -10.6 -1.0
Gross Fixed Capital Investment 19.7 -9.1 -1.9 11.7 19.3 12.7
Exports, Goods and Services -58.6 6.4 57.6 9.8 9.6 9.4
Imports, Goods and Services -22.6 4.4 25.0 11.1 8.9 9.5

Real GDP growth, at constant factor prices -14.8 7.0 15.0 4.8 5.4 5.3
Agriculture -6.3 4.8 -10.3 0.5 1.0 1.0
Industry -2.0 9.5 5.3 4.2 4.9 5.2
Services -19.2 6.3 20.9 5.3 5.8 5.6

Inflation (Consumer Price Index) 0.6 1.9 7.9 4.5 2.0 2.0

Current Account Balance (% of GDP) -15.0 -11.2 -0.9 -2.1 -2.4 -1.8
Net Foreign Direct Investment Inflow (% of GDP) 3.7 3.5 5.0 4.2 3.1 2.9

Fiscal Balance (% of GDP) -9.1 -7.3 -3.8 -3.9 -3.1 -2.0
Revenues (% of GDP) 24.7 22.6 26.1 27.3 26.0 26.2
Debt (% of GDP) 142.6 142.7 126.2 119.2 113.2 106.2
Primary Balance (% of GDP) -6.5 -5.2 -1.4 -1.6 -0.7 0.2

International poverty rate ($2.15 in 2017 PPP)a,b 6.1 5.2 5.3 5.0 4.8 4.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 21.5 20.1 19.3 19.4 18.7 17.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 51.9 50.4 48.7 49.1 47.7 46.2

GHG emissions growth (mtCO2e) 2.9 -2.1 -1.0 -0.5 0.1 0.8
Energy related GHG emissions (% of total) 87.0 86.3 86.0 85.8 85.7 85.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2015-IDRF. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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