Interview with Jose Brito, Ambassador of Cape Verde to the US – November 30, 2006
Mr. Brito was Minister of Planning from 1975 to 1991 and is currently Ambassador of Cape Verde to the US and advisor on the PSD strategy to the Prime Minister.

Cape Verde Current Outlook:

· In 2006, 6.5 GDP growth, with low inflation and decreasing deficit, population growth slowing down (2.7%).

· Main sources of growth are Tourism, FDI, and Remittances (10% of GDP but the flow is decreasing as a percentage of GDP)

· FDI are mainly in tourism (85%) and industries related to tourism (eg. Construction – type: winter/vacation houses for Europeans)

· Main big investors in tourism/construction are from UK, Ireland, and Greece

· The fishing industry offers a lot of potential going forward

Main sources of growth in the post-independence period (1975-1991):

· Development assistance and Remittances. From the outset Cape Verde managed development assistance extremely well. A large part of growth came from ODA-financed public investment in infrastructure, basic education, and rural and social development.

Challenges at independence:

· No-existing public finance (abysmal sources of revenues for the budget);

· Severe drought and complete  dependence on external aid for food;

· Skyrocketing unemployment – job creation was top priority;

· Progressive desertification of the islands;

Strengths at independence:

· Strong political leadership of the PAICV party (Amilcar Cabral, leader of the liberation war and first president of Cape Verde). Despite massive public investments in construction and housing, the first president of Cape Verde did not have a house of his own when he left office in 1991; 
· Strong commitment to development of a pool of young, highly educated, returnees with work experience abroad, who assumed top technocratic positions within the government and served as strategic advisors to the leadership of the PAICV party. “Each time we would come back from mission, we felt compelled to give what was left of the per diem back to the department budget. And we did.” 
· For example, Mr. Brito, an engineer by training (trained abroad), became Minister of Planning after serving as general manager of a refinery plant in Ivory Coast: “working as general manager in Ivory Coast was great experience, but coming back to Cape Verde was about building our nation, that’s totally different” 
· Good institutions and efficient civil service under Portuguese rule. At independence, government kept the Portuguese institutional framework and civil service structure;
Strategy at independence:

The growth strategy emerged organically from the need to respond to the key emergencies facing the country post-independence, namely the drought, almost bankrupt public finance, and food shortages. The first 5-year economic plan was actually called the “Emergency Plan” and, rather that proposing a comprehensive plan across the board, it entailed a self-reinforcing sequence of focused interventions that helped progressively tackle the main constraints to growth. More specifically, the government started from food aid and:

· Leveraged the international assistance on food aid triggered by the drought crisis. 
· Food Aid program was efficiently and centrally managed by the government, which created EMPA (objectives: 1) oversee food safety and standards, 2) ensure same prices of food among all islands (subsidize transport costs); 
· Key factor: food was not simply distributed to the population but it was sold. This set up a strong anticorruption monitoring mechanism through tight control focused at the only point where corruption could happen (EMPA).
· Revenues generated by the food program were used to finance public investment programs in infrastructure, housing, education, rural extension programs.
· Job-creation through public work programs. External aid and revenues from food programs financed large-scale public investment and public work programs that helped keep unemployment under control and focused on:
· Irrigation infrastructure and reforestation programs to increase agricultural productivity (linked to voluntary work campaign to contrast erratic rainfall patterns – colonial heritage, but there were issues of corruption in the management of public works under the Portuguese);
· Huge investments and public works in infrastructure, construction, public housing;
· Huge investments in public education. Strategic decision was to focus on basic education (with a 100% target of adult literacy) and not on higher education. Rather, the government explicitly adopted the policy of fostering university exchange programs abroad, thus benefiting from substantial flows of reverse brain drain (first university was opened only in 2006). Education Strategy: focus on basic education, progressive increase on the average level of education over the decades, and strong emphasis on higher education abroad with mechanisms to attract returnees to join the public service.
· At independence the private sector was almost non-existent and the government channeled the development assistance into SOEs which followed an import-substitution strategy and service delivery and utilities. Even though the import-substitution strategy of channeling resources to SOEs to serve the domestic market was not successful (due to the small size of the market) and became a drain on the budget to the late 80s, it helped breed a critical mass of skilled workers and of manufacturing capabilities that in turn formed the new entrepreneurial class when the economy opened up in the early 1990s.
Development Planning – Donors coordination and Institutional framework:

· The Ministry of Planning managed the development budget, which financed 100% of public investment in Cape Verde. The development budget came from donors. 

· The government managed development assistance effectively, because it set its own strategic priorities in total autonomy and had a strong negotiation team (led by the Minister of Planning) vis-à-vis the donors in defining the type and level of development assistance to complement the strategy;

· A key feature of donor coordination was that the government assigned each island of the archipelago to a different donor, thus putting the donors in competition with each other with respect to the economic performance of their specific island (VIRTUOUS CIRCLE);   

· More in general, donor support started with very focused projects (starting from agriculture and irrigation, etc.) and progressively expanded to cover the overall social and economic performance of the island they were responsible for;

· The Government of Cape Verde regularly held a Donors Conference every two years with all the donors responsible for the development assistance of each of the islands. The conference was the main donor coordination device, as it enabled to review the development assistance strategy with the donors every two years and benchmark the performance of donor-funded projects of the previous two years. At the conference, the government would also negotiate with the donors major development programs for the following two years. 
· The institutional and organizational framework to develop Cape Verde’s strategy and manage the development budget was centered in the Ministry of Planning. The team in charge of the development planning initially consisted of two professionals, and eventually grew to no more than 15 – 20 professionals during the period 1975 -1991. 

· The planning team made a moderate use of expatriates and short term foreign consultants, which provided technical inputs during the formulation of the strategy.
· Most importantly, the formulation and implementation of the development plans was supported both by the strong leadership of the Prime Minister, who was directly involved in the process, and by the creation of a strong esprit-de-corp among the officials of the Ministry of Planning, which was nicely complemented by a good civil service system inherited from the Portuguese.

· The salaries of the planning team were moderate and in line with the rest of the civil service (the difference between the salary of the Minister of Planning and of regular civil servants was small). 

· What contributed to the creation of such a strong esprit-de-corps was the close ties of the members of the planning team (and of top government officials in general) with the Liberation movement and the ideology that supported such movement. All top civil servants and ministers had been members of the liberation movement, with previous working experience abroad (Deputy- Minister of Planning, was also an engineer by training with experience in Belgium).

Strategy Formulation Process and Monitoring:

· The key institutions involved in the formulation of the development strategy of Cape Verde were the Ministry of Planning, the Ministry of Finance, the Prime Minister, the Central Bank, and the Line Ministries.
· Both the Minister of Planning (and the planning team) and the Minister of Finance (and his team) met on a regular basis to reconcile, keep track, and discuss the implications of new projects on both the Development Budget (under the Ministry of Planning) and the Recurrent Budget (under the Ministry of Finance);  

· Any major divergences between the Ministry of Planning and Finance would be reconciled directly by the Prime Minister at the weekly cabinet meetings;

· The Governor of the independent Central Bank would constantly monitor the overall public spending and budget, and directly report to the Prime Minister, to resolve controversies with ministers of Planning or/and Finance;

· The Minister of Planning would usually leverage the development budget to set project priorities in coordination with the line ministries and monitor project performance. Lack of implementation capacity in the line ministries was sometime an issue which led to the poor performance of some projects. In those cases, the Minister of Planning would promptly withdraw funds from non-performing projects and reallocate resources to projects with good track records. At the same time, the Minister of Planning would not have any direct influence on the staff of the line ministries (eg hiring, firing, promoting staff, etc.) and line ministers would have the sole power to sanction staff of non-performing projects. 
· In general, it seems possible to say that the small size of Cape Verde and of the government machinery enabled a constant monitoring (and early detection of non-performing projects) of development projects by the Minister of Planning. “After few months as Minister of Planning, I basically knew all the staff working on all development projects in Cape Verde, including civil servants, expatriates, foreign consultants, donors’ project managers. You always knew how a project was doing.”   

· During the formulation of the strategy, while there was no consultation with the private sector (because it was too small) there was always open debate within the party and the Parliament. The PAIVC had a pervasive structure and consultations with civil society happened between the local branches of the party and vibrant base organizations (associations etc.).
· At the same time, between 1975 and 1991 there was very little decentralization of public administration – no elected municipalities but there was just a delegate of the government on each island (currently both municipalities and associations/NGOs are very strong and here is tensions between the two because the central government prefers to work with NGOs rather than municipalities, as it finds them more effective in managing development projects). 
· After 1991, the Ministry of Planning was dismantled and the function of economic planning was absorbed by the Ministry of Finance, while the function of International Cooperation/TA of the Development Assistance went to the Ministry of Foreign Affairs;

Attempted Land Reform in 1985

· Private land ownership and property rights have always been secure in Cape Verde (there was also a well functioning cadastre) thanks to the Portuguese institutional set up. The main problem was with land distribution, because the majority of cultivable land was owned by people living in the urban areas (mostly emigrants and traders) while peasants did not own the land, and this usually led to the inefficient use of the land. In 1985, the government attempted an agrarian reform which consisted in buying the land and redistributing it to the peasants. The reform was never passed because of the strong opposition of the Church, traders and emigrants. Currently, a key problem is that the cadastre is not updated and people do not register transfers of property.
Banking Sector 1975-1991

· Up to 1991 the banking sector was very small, with the Central Bank also serving as the main commercial bank of Cape Verde (commercial banks were created and privatized only after 1991).

· Remittances represented and still represent a key source of funding, but they mainly finance domestic consumption and housing.

Industrial Policy: looking at experiences of other countries:

· Cape Verde looked at the Mauritian experience for EPZs;

· Singapore is the model for the industrial policy of transforming Cape Verde into a hub for both maritime and air transport;

· Finally, the government is currently looking at the Iceland’s experience on how to develop its fisheries;  

Political and institutional traditions:

· The PAICV, the historic independence party, gained power in 1975 under the leadership of Amilcar Cabral and established a one-party Marxist state. The PAICV party governed Cape Verde from 1975 to1991 and came back to power in 2001 when the MPD party was defeated by just 17 votes and peacefully ceded power. Even though the PAICV established a one-party system, the Parliament kept its independence and there was always an open debate among the different factions of the party and the rest of civil society. Also, the PAICV preserved the colonial institutional set up of independent institutions (judiciary, central bank, etc.) and a strong civil service. There was no private Press but it was independent. Open confrontation on public policy and preservation of the good institutional set-up from the colonial times, became possible because the reformist faction of the PAICV party prevailed over the radical faction soon after independence.

· In 1988, the PAICV had already started to open up the economy and implement market-friendly reforms under the rising pressure from the private sector and civil society. “You could tell that the country was ready to open up to the rest of the world, and people were ready for change. This was partially the result of our successes in basic education, promoting upward social mobility, and breeding a critical mass of skilled workers and small entrepreneurs, which would then push to open up the economy in the late 80s. The fall of the Berlin Wall had nothing to do with the defeat of the PAICV and opening up of the economy in 1991.”    
