Project Fact Sheet
Cape Verde: Tax Reform Project
The challenge:
Cape Verde is faced with two key tax
administration
challenges:
burdensome
procedures for paying taxes, and insufficient
revenue generation.
The 2007/08 financial crisis and the Euro Crisis
of 2008 saw tax revenues plunge in Cape Verde.
In order to sustain growth, the government
responded by providing income tax breaks to the
tourism sector. It also increased public
investments in strategic sectors such as infrastructure to stimulate economic growth and job creation.
Despite these measures, tax revenues continue to decline, making it even more crucial for the
Government to strengthen revenue generation in order to make the country less vulnerable to external
shocks.
According to the 2013 Doing Business Report, Cape Verde ranks 80 out of 189 economies in paying
taxes. Part of the reason for this low ranking is the administration burden businesses have to go
through to pay their taxes. A more efficient tax system will enable taxpayers to meet their tax
obligations quickly and cost effectively. It will also encourage those in the informal sector to
formalize their businesses, bringing greater economic benefit to the country.
The solution:
ICF is working with the Government of Cape Verde and Africa Development Bank to increase tax
revenue generation and make the Cape Verde tax administration system simple, efficient and customer
service oriented in order to improve the investment climate in the country. This includes simplifying
tax procedures, allowing online submission and payment of taxes, creating a simplified tax regime for
small businesses to make it easier for them to comply with tax requirements, reorganizing the tax
office to enable it to give better services to its customers, and promoting tax payer education to ensure
businesses fully understand their tax obligations.
The project will cost a total of US$ 4,020,000. Of this, ICF will contribute US$ 1,650,000. Africa
Development Bank will contribute US$ 1,170,000 and the Government of Cape Verde will contribute
US$ 1,200,000.
Impact:
By 2015, the project is expected to reduce the number of tax payments that a taxpayer has to make
each year from 43 payments to just 7 payments. It is also expected to increase the share of taxpayers
submitting income tax returns from the current 40% to 70%.
Project duration: October 2013 – June 2015
The Investment Climate Facility for Africa is a grant providing organisation that works with African Governments to
improve the environment in which businesses operate. ICF engages closely with implementing Government bodies
throughout the life of the project. For more information about ICF please visit www.icfafrica.org

