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vEXECUTIVE SUMMARY

Trade policies such as trade liberalization and fa-

cilitation that are aimed at fostering market integra-

tion tend to have strong redistributive effects, both 

across economic sectors and among individuals. 

Some may benefit, others may suffer, and yet oth-

ers may be unaffected. The study explores some of 

the impacts of trade policies on household’s welfare 

in Cape Verde, with a focus on gender issues. To 

the extent possible, it devises polices and instru-

ments that would bring positive results for women. 

In particular, it looks at food prices, remittances and 

tourism. These dimensions emerge as important 

transmission channels through which trade policies 

affect gender relations in Cape Verde. They were 

identified in light of their critical significance to Cape 

Verde and Cape Verdean women, and based on 

considerations of data availability. 

Cape Verde is characterized by being heavily de-

pendent on imports, especially of food products 

and of several kinds of machineries. The export 

sector is small and limited to primary and low tech-

nology-intensive goods. The European Union (EU) 

is Cape Verde’s main trade partner. Currently Cape 

Verde is eligible as beneficiary of the Everything but 

Arms (EBA) scheme, which gives the country duty-

free access to the EU market. Cape Verde graduat-

ed from the Least Developed Country (LDC) status 

in 2008, and, as a result, will be removed from the 

list of EBA beneficiaries on 1 January 2012, after 

its three-year transition period. Within the Cotonou 

Agreement framework, Cape Verde is in the process 

of negotiating an Economic Partnership Agreement 

(EPA) with the EU. The agreement will guarantee 

that Cape Verde’s exports continue enjoying duty-

free access in the EU market after the phasing out 

of the EBA, but on reciprocal terms. There are con-

cerns that the elimination of customs duties on most 

EU imports could lead to a significant decrease in 

Government revenue, which may badly affect the 

provisions of public services from which women 

in particular benefit. Moreover, if not implemented 

gradually and with appropriate safeguards, trade 

liberalization with the EU may hamper its industri-

alization prospects, with negative repercussions 

on women employed in import-competing sectors, 

among others. The risk is that many Cape Verdean 

producers will no longer remain profitable as their 

ability to compete with EU imports is highly limited 

by severe supply-side constraints.

EXECUTIVE SUMMARY

Cape Verde, to a great extent, has showed com-

mitment to gender equality and women’s empower-

ment. It is a signatory of several related covenants 

and agreements at the multilateral and regional 

levels; domestically, the Constitution and other key 

laws guarantee equal rights for women and men. 

However, Cape Verde has experienced difficulties 

in ensuring de facto equality. Rather than in legisla-

tive barriers, gender inequalities seem to be rooted 

in socio-cultural norms that current policies and 

laws have not yet been able to overcome. 

There are three main effects of trade policies on house-

holds that could be discerned: (a) the consumption 

effect on the price of the good consumed by the 

households; (b) the income effect on households’ in-

come, including earnings, sales of agricultural prod-

ucts and other forms of income; and (c) the revenue 

effect on the generation and distribution of Govern-

ment revenues. Revenues may indirectly affect house-

holds through transfers and provision of public goods. 

Simulations were made in the study in order to assess 

how individuals’ and households’ welfare would be af-

fected by (a) a change in food prices; (b) an increase 

in income originating from remittances; and (c) an 

expansion of some tourism subsectors. Results were 

aggregated by the relevant dimension (location, gen-

der, poor or non-poor), so as to better identify any sub-

group that would gain or lose from trade policy. The 

main findings of the analysis are summarized below. 

Food prices 

In both urban and rural households, food expendi-

ture represents a large share of Cape Verdean 

households’ total expenditures. Nationally, the food 

budget share is approximately 45 per cent amongst 

the households with the lowest income, with a 

small difference between female- and male-head-

ed households. The share spent on food declines 

with the level of household well-being; it follows 

that higher food prices will affect more seriously the 

poorer households.

At the global level, average global agriculture and 

food prices are rising rapidly with the Food and Ag-

riculture Organization of the United Nations (FAO) 

Food Price Index reaching a near historical high in 

May 2011. Against this background, the study simu-

lates the poverty impacts of a 10 per cent increase 
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in international food prices that would translate in 

an equivalent increase in the cost of the food bun-

dle at the household level. At the national level, the 

fraction of people below the poverty line increases 

by 2.6 percentage points (the increase in head-

count ratio from 36.7 to 39.2 per cent). As stated 

earlier, there are only marginal differences between 

the poverty impacts on female- and male-headed 

households. However, in the case of extreme pov-

erty, the impacts tend to be larger in female-headed 

households than in male-headed households (2.2 

and 1.5 percentage points increase, respectively). 

The negative repercussions of a 10 per cent in-

crease in the cost of the food bundle are larger in 

rural than urban areas: the fraction of people below 

the poverty line increases by 3.1 and 2.2 percent-

age points, respectively.

The study also simulates the poverty impacts of full 

tariff liberalization in agriculture, particularly in the 

context of ongoing EPA negotiations. Most favoured 

nation (MFN) applied tariffs average 12 per cent on 

agricultural products. Without estimates of the ex-

tent of the pass‐through to domestic food prices, 

it was assumed that complete tariff liberalization 

would translate to a 10 per cent decline in food 

prices. The purpose of this second simulation is to 

isolate the impact of Cape Verde’s trade liberaliza-

tion policy on food prices from the impact on other 

factors. The change in food prices brought about 

by the hypothetical tariff cuts causes poverty to 

decline. At the national level, the fraction of people 

below the poverty line declines by 2.6 percentage 

points. Again, there are only marginal differences 

between the poverty impact in female- and male-

headed households, though the impacts tend to be 

larger in female-headed households. The simulation 

also uncovers larger impacts in rural areas, particu-

larly in the case of extreme poverty.

While the analysis shows that tariff cuts due to the 

EPA may have a pro-poor impact, it tends to dis-

count considerations of food security. Because of its 

geographical and climate conditions, food insecu-

rity in Cape Verde is structural, and the country will 

likely remain import-dependent on food. Neverthe-

less, it has an interest in preserving some capacity 

for domestic food and agriculture production. A bal-

ance should therefore be struck between the ben-

efits, especially for poor households, of trade liber-

alization and related tariff reductions and the need 

to keep and enhance domestic productive capacity. 

The 2007–2008 global food crisis has highlighted 

some of the risks of relying on food imports, leading 

to renewed interest in enhancing agricultural pro-

duction in Cape Verde.

Persistently high agriculture and food prices in the 

international markets make national policies and 

programmes, including safety net programmes 

and proactive agricultural policies, of utmost im-

portance. In Cape Verde, the central Government 

and the municipalities administer social protection 

mechanisms to control negative effects of food in-

security, such as school feeding programmes and 

targeted cash transfer programmes. A key consid-

eration in designing a social protection scheme is 

deciding who should be targeted and how it should 

be provided. Findings from this study could provide 

some guidance on how to best identify the suitable 

beneficiaries of the schemes, based on the popu-

lation’s characteristics such as location, gender 

and income. The findings also point to the need 

to preserve and boost domestic capacity in staple 

food production to lessen Cape Verde’s exposure 

to highly volatile international markets. Cape Verde 

has already identified some key areas of policy in-

tervention, such as stimulating the artisanal fisheries 

sector, improving agriculture production through ir-

rigation, and promoting sustainable management of 

natural resources.

A number of Aid for Trade initiatives could catalyse 

development assistance in support of Cape Verde’s 

efforts to develop the infrastructure the country 

needs in enhancing food production capabilities. 

The key challenge is to align aid flows to the pri-

orities expressed in national agricultural/sectoral 

policies. The technological upgrading of women 

farmers, their enhanced access to extension ser-

vices, training on standards compliance could be 

included among the trade-related areas where sup-

port from the international financing schemes could 

be sought.

Remittances

Due to the Cape Verdean diaspora, remittances are 

a major link between migration and development for 

the country. Remittances and external rents are an 

important source of income, representing 10.5 per 

cent of total household income, and 14.7 per cent 

of income for female-headed households. There are 

also geographic disparities: in rural areas, remittanc-

es account for nearly 15 per cent of total income, 
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while in urban areas they account for only 7.1 per 

cent. Remittances have almost doubled between 

1998 and 2008 in nominal terms (from $77 million to 

$138.4 million). However, the share of remittances in 

gross domestic product (GDP) actually declined in 

recent years. 

The study simulates the household welfare effects of 

an increase of 20 per cent in income coming from 

remittances. The results show that the income gains 

are higher for female-headed households, and rural 

areas are more affected than urban areas. In urban 

areas, the gains are similar across the entire range 

of income levels, and are equivalent to 2 per cent 

of household income for female-headed households, 

and 1 per cent for male-headed households. In con-

trast, the gains in rural areas tend to be positively as-

sociated with per capita household expenditure, es-

pecially for female- headed households. Overall, the 

simulation suggests that an increase in remittances 

seems to be particularly beneficial for female-head-

ed households, except for the poorest households in 

rural areas, whose share of income from remittances 

tends to be very small. 

Given the equalizing effects of remittances on in-

come distribution and their importance for household 

livelihoods, Cape Verde would benefit from exploring 

ways and means to sustain and facilitate remittance 

flows. This calls for policy and institutional coherence 

at the national and international levels, and it requires 

coordinated action among countries sending and re-

ceiving workers. There are two main policy areas that 

would be of particular importance: management of 

labour mobility and facilitation of remittance flows. 

Labour mobility is a complex issue where Cape Verde 

should carefully weigh the positive effects of migra-

tion and remittances, such as financial inflows and 

the establishment of transnational networks linked to 

the diaspora, against their negative repercussions, 

such as “brain-drain” and dependence on remittanc-

es. Regarding facilitation of remittance flows, there 

are several ways and means to lower transfer costs 

and formalize remittance flows, such as encourag-

ing the establishment of foreign bank branches or 

promoting partnerships between banking institutions 

in sending and origin countries. A particular focus 

should be to cater for those irregular migrants, many 

of whom are women, who may not have access to 

formal transfer mechanisms. 

The provision of services abroad through the Gen-

eral Agreement on Trade in Services (GATS) mode 

4 – the temporary movement of people as service 

suppliers – represents the only multilateral treaty-

based regime in existence today for managing the 

temporary movement of certain categories of per-

sons. The precise definition of temporary services 

suppliers, however, is rather unclear, and given the 

fact that the boundaries between temporary move-

ment and temporary migration tend to blur, some 

countries use the same legal instruments to regulate 

both movements. As highlighted above, trade and 

migration instruments can be used to make working 

abroad beneficial to workers and to both the send-

ing and receiving countries. As far as the temporary 

movement of services suppliers under GATS mode 4 

is at stake, the study identifies the enhancement of 

temporary movement of lower skilled services sup-

pliers, the simplification of the granting of visas, work 

permits and licensing requirements, the recognition 

of professional qualifications, and the streamlining of 

the economic needs tests as measures that could be 

considered to facilitate women’s increased participa-

tion and benefits from working abroad.

Tourism 

Through foreign exchange earnings, the creation 

of direct and indirect jobs, and skills development, 

tourism represents one of the most important oppor-

tunities for economic development, poverty reduc-

tion and women’s empowerment in the country. 

Despite its potential benefits for overall economic 

development, the expansion of the tourism sector 

comes with potential costs, including the need for 

large investments in infrastructure, pollution, over-

exploitation of natural resources, changes in social 

relations, and potential for increase in prostitution 

and sexually transmitted diseases, among others. 

These are challenges that Cape Verde should get 

ready to face.

The study explores, through simple simulations, 

the welfare impacts, especially on women, of an 

expansion of tourism. Tourism is an economic sec-

tor which includes a wide variety of activities and 

impacts different sectors of the economy. It is as-

sumed that the major sectors/activities associated 

with tourism – namely Hotels and Restaurants, Com-

merce and Transport – are expanding. If the head 

of a household works in the Hotel and Restaurant 

sectors, the per capita expenditure of the house-

hold is assumed to increase by 30 per cent. If the 

head works in the Commerce or Transport sectors, 
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