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EXECUTIVE SUMMARY

1.

This report sets out the findings of an ex-post evaluation of the current Fisheries Partnership
Agreement between the European Community and the Republic of Cape Verde, and analysis
of the impact of the future Protocol on sustainability.. The study was commissioned by the
Directorate General for Maritime Affairs and Fisheries of the European Commission under a
framework contract “for performing evaluations, impact analyses and monitoring services in
the context of fisheries partnership agreements concluded between the Community and non-
member coastal states” operated by a consortium comprising Oceanic Développement
(France) and Megapesca Lda (Portugal). The mission comprised a review of documentation
associated with the protocol and activities conducted under it, and meetings with key
stakeholders, including EU fleet operators and representatives of the Government of Cape
Verde and its fishery sector during a field mission to Cape Verde conducted in July 2010. This
was followed by an economic analysis of the data..

Cape Verde is an archipelagic island state situated in the Eastern Atlantic, 375 miles to the
west of Senegal and Mauritania. It is made up of 10 islands and 5 islets. It has limited natural
resources and fresh water. Cape Verde is a former Portuguese colony. The population has
grown rapidly since independence and is now around 465,000 persons. The country ranks
121 out of 182 countries in the UN Human Development Index. Cape Verde was re-classified
as a non-Less Developed Country from 1 January 2008. Cape Verde is on track to achieve
most of the Millennium Development Goals (MDGs) by 2015. The sharp reduction in poverty
since 1990 has been complemented by significantly increased access to education and health
care.

The Cape Verde economy is service-oriented, with commerce, transport, tourism and public
services accounting for more than 74% of GDP in 2006. GDP was EUR 1,131.8 million in
2009, with a growth rate of 4%. Agriculture is susceptible to drought and scarcity of arable
land, and accounts for only 8.5% of GDP, even though it remains the leading employer.
Fisheries is estimated to account for about 2% of GDP. Net donor assistance was 13% of
Gross National Income in 2008. Overall, Portugal is the largest donor, followed by the EU.
Bilateral donors play an important role in the portfolio of support, accounting for 75%.
Budgetary support is the main mode of support. The annual average inflation increased to
6.8% in 2008 but it is estimated to have dropped below 3% in 2009. Inflation is expected to
remain around this level, which is consistent with the currency peg to the Euro. Overall Cape
Verde is considered as one of the best performing countries in Africa in terms of political,
economic and social development. Economic development strategy is set out in the Growth
and Poverty Reduction Strategy Paper. Cape Verde became a member of the World Trade
Organization in 2008 and has been member of the Economic Community of West African
States (ECOWAS) since 1977.

Like other ACP states, Cape Verde is a signatory of the Cotonou Agreement with the EU and
therefore obtains associate tariff preferences and is a beneficiary of the European
Development Fund (EDF). Although Cape Verde was re-classified as a non-Less Developed
Country it is still granted tariff preference under the GSP EBA (Everything But Arms) regime
for a transitional period of three years. Whilst other ECOWAS states are negotiating Economic
Partnership Agreements with the EU to satisfy WTO requirements, Cape Verde and the EU
have established a Special Partnership, taking account for Cape Verde's status as a
Peripheral Region Nation with much in common with the EU’s outermost regions of the
Azores, Madeira and Canary Islands. The geographic proximity and commonality of
challenges faced contribute to increasingly close political linkages. The implementation of the
Special Partnership Action Plan 2007-2013 is supported by the 10th EDF and included in the
National Indicative Programme, which is allocated total resources of EUR51 million, most of
which is delivered in the form of budgetary support.

The continental shelves around the Cape Verde islands and islets are generally narrow, thus
limiting the productivity of fisheries. The EEZ of Cape Verde covers an extensive area of about
785,000 km?, characterised by relatively low productivity. By global standards, Cape Verde
fishery resources are not considerable, but they do include commercially important species of
migratory species such as tunas, along with small pelagic fish, and some demersal fish and
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lobsters. A Fisheries Management Plan suggests a total potential production of 35,000 to
43,000 tonnes (cf. an annual catch of about 9,000 tonnes) but as most stocks appear to be
exploited to their full potential the plan is not considered by the consultants to be realistic.
Cape Verde is a member of ICCAT and the Sub Regional Fisheries Commission. Cape Verde
has satisfied EU sanitary conditions for access to that market (although a DG SANCO
inspection in 2008 revealed some negative findings). Cape Verde has nominated its
Competent Authorities to the European Commission in relation to Regulation 1005/2009 on
IUU fishing.

6. The Fishery Sector is managed by the Directorate General of Fisheries which in 2008 was
transferred to Ministry of Environment, Rural Development and Marine Resources (MADRRM)
from the Ministry of Infrastructure, Transport and the Sea. The DGP is responsible for all
aspects of administration and control, including fisheries MCS and is the Competent Authority
for the application of sanitary controls. The INDP is an autonomous institute under the Ministry
which provides the research in fisheries resources, fisheries statistics and inputs for fisheries
management. It also has a development and promotional function. The National Fisheries
Council is a consultative body comprised of stakeholder organisations. The DGP possesses
no means for fisheries MCS, and the Coast Guard service of the Cape Verde Army is co-
opted to provide marine and aerial surveillance and control activities. There have been
difficulties maintaining operational status of aircraft and the larger vessels, and only limited
coastal patrols have been carried out in recent years, with no significant impacts on 1UU
fishing. Communication mechanisms with the fisheries administration are not formalised, and
the fisheries MCS service is essentially not functional at present (although it was successfully
operated during the period 2000 to 2004). A regional EDF intervention with the CSRP in Dakar
will seek to strengthen MCS activities using the Cape Verdean assets, both inside the Cape
Verde EEZ and that of other countries.

7. Japan and Spain are the main bilateral donors engaged in fisheries. Cape Verde also
participates in EDF regional fisheries programmes (ACP Fish Il, SFP and CSRP MCS) and
will be a beneficiary of the World Bank Regional PROA fisheries project. Fisheries potential is
given a high profile in the Growth and Poverty Reduction Strategy Paper. Elaboration of
fisheries conservation and management plans is addressed in the National Action Plan for the
Environment. In 2004 FAO supported the Ministry of Environment, Agriculture and Fisheries
(MAAP) to develop a combined agriculture and fisheries policy, and a 10 year action plan.
INDP has prepared a Fishery Resource Management Plan which sets out a strategy for the
sector for the period 2004 to 2014. Although fisheries investment is relatively well funded by
the general state budget (EUR 2.7 million from both treasury and donor sources) none of
these documents sets out a comprehensive and unitary framework for the development of the
fishery sector. As a result policy is developed and implemented on an ad hoc and relatively
short term basis, and there is no longer term structural plan with costed implementation
measures. In particular the optimal management of foreign fishing is not addressed.

8. The Cape Verdean fleet of semi-industrial and industrial vessels comprise some 70 vessels.
There is a tuna fleet which operates different fishing gears, including longlines and pole-and-
line methods. There is a small lobster fleet (comprising four vessels). Catches from small
purse seiners target mackerel scad and other small pelagics. There is a small artisanal sector
with about 1000 open decked vessels, employing over 3,000 fishers. Annual catches from the
domestic fleet are in the region of 8,000 to 9,000 tonnes/year. In addition, two large Spanish-
owned purse seiners are flagged to Cape Verde, which catches of 7-8,000 tonnes per year
(but land their catch in Cote d’lvoire). There are good port facilities in Mindelo (S&o Vicente
Island) and Praia (Santiago Island). There is a shipyard in Mindelo with capacity to dry dock
fishing vessels. Port cold storage facilities were damaged in a fire in 2008, but are being
refurbished.

9. There are several fish processing establishments. Cape Verde enjoys tariff free entry to the
EU for wholly originating fishery products. National production is insufficient to meet raw
material demand for processing and export and Cape Verde has obtained a derogation from
the Commission for a quota of non-originating canned tuna and mackerel products. The
guotas are mostly well utilised. However, origin controls are not effectively applied and there is
a risk of supply to the EU market of fishery products from unauthorised sources and 1UU
fishing.
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In recent years, between 43 and 57 foreign vessels have been licensed to fish in the Cape
Verde EEZ. Fleets from the EU, Japan and Senegal operate under a range of different access
arrangements. Up to 18 Japanese vessels surface longliners target tuna under a private
agreement with a Japanese Association, and up to 7 Senegalese pole and line vessels also
target tunas under a Cape Verde-Senegal Fisheries Agreement. The most significant
agreement is with the EU, under which an average of 45 vessels have operated, including 26-
28 surface long liners targeting shark and swordfish, about 10-12 purse seine vessels and 8-
10 pole and line vessels targeting tunas. The pole and line vessels operate out of Dakar since
they are prohibited from fishing for bait fish in the Cape Verde zone. The purse seine vessels
follow a migratory resource and are autonomous. These fleet segments do not use Cape
Verde ports. However the surface longline fleets use Mindelo in S&o Vicente as an operational
base. Chinese vessels operating in the region also use the repair and transhipment facilities
(although they are not licensed to operate in the EEZ).

The EU vessels operate under an EU-Cape Verde Fisheries Partnership Agreement and
Protocol adopted by Council Regulation (EC) No. 2027/2006. The Agreement provides fishing
possibilities for highly migratory species for EU vessels fishing in Cape Verde waters. The
Protocol was originally adopted for a 5 year period, but the Agreement and Protocol only
entered into force on the 30 March 2007. The current protocol expires on 31 August 2011,
when it will have had a duration of 4 years and 5 months. The Agreement provides fishing
possibilities for up to 25 purse seiners, 48 surface longliners and 11 pole and line vessels. The
opportunities are allocated to Spain, France and Portugal.

The Agreement also establishes a framework for partnership between the two parties with a
view to defining a fisheries policy in Cape Verde and identifying and supporting a matrix of
implementation measures. The EU financial contribution is a total of EUR 385,000/year, of
which compensation for access to Cape Verdean waters amounts to EUR 325,000 per year
(based on a reference tonnage of 5,000 tonnes of tuna valued at EUR 65 per tonne). The
compensation is supplemented by a specific amount of EUR 60,000 towards the promotion of
sustainable and responsible fishing in Cape Verde waters. In the Protocol the authorities of
Cape Verde have committed to allocate 80% of the EU's total financial contribution to the
implementation of a fisheries sector policy. Under the Agreement, operators of EU tuna
seiners and surface longliners pay a licence fee of EUR 35/tonne, and pole and line vessels
pay EUR 25/tonne, with minimum annual payments specified for each segment.

Between 2007 and 2010, an average of 48 EU vessels per year drew licences to fish in the
Cape Verde zone under this Agreement. These comprised an average of 12.75 purse seine
vessels, 26.25 surface longline vessels and 9.25 pole and line vessels. Overall 58% of the
available licences were drawn. During the period 2007 to 2009, the catches averaged 2610.6
tonnes per year (52% of the reference tonnage), of which some 80% was swordfish and
sharks caught by longliners. There is a notable trend of increasing demand from the purse
seine fleet in 2010 (attributed to transfer of Spanish and French vessels from Indian Ocean to
East Atlantic operations).

The Agreement has delivered catches valued at EUR 4.30 million in 2007, EUR 3.02 million in
2008 and EUR 5.89 million in 2008. Total catch value over the three years period was EUR
13.21 million, with an annual average of about EUR 4.40 million. On average, 86% of the
financial value derived from the Agreement by the EU fleet was in the form of the surface
longline opportunities, and 14% due to the purse seine segment. The pole and line segment
contributed only 0.6% of the revenue generated by the Agreement. Overall the agreement has
contributed about 1% of the value of external fishing undertaken by the EU fleet. Of the three
EU fleet segments, the surface long fleet is the most dependent, gaining 3.4% of its revenues
from this Agreement. The Agreement generated value added for the EU economy estimated
at EUR 1.98 million/year (excluding downstream value added). The EU vessels drawing
licences employ about 259 EU nationals (8% of the total EU nationals employed on EU
vessels operating under Fisheries Partnership Agreements).

Overall, for the EU, the Agreement had a moderately positive cost:benefit ratio of 3.6 (annual
cost to the EU and the EU fleet of EUR 0.54 million compared to an annual benefit of EUR
1.98 million). This means that for every EUR spent on the Agreement by the EU, EUR 3.6 are
generated. The average catches taken were only marginally more than half of those
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expressed in the reference quantity, which suggests that the EU has also paid for unused
fishing opportunities, accounting for the limited efficiency of the Agreement.

Cape Verde has benefited from the financial contribution of EUR 385,000/year, and licence
fees (including payments for additional catches) amounting to an average of EUR 161,000 per
year (making a total of EUR 546,700/year). Around 71% of this value is derived from the
European Union financial contribution and 29% from the vessel operators. During 2007 to
2009 this accounted for an average of 24% of the budgeted investment (including from
donors) in fisheries. Some 113 jobs for nationals of Cape Verde are linked to vessels drawing
licences under the Agreement. They generate an estimated additional economic benefit for
Cape Verde of EUR 0.94 million/year. Including these wages, the Agreement has contributed
about 0.1% of GDP.

None of the catches of tuna species by EU vessels in the Cape Verde account for more than
0.2% of the catches from the fish stocks concerned, and the impact of the tuna fishing
opportunities on sustainability is therefore minimal. However EU catches of swordfish, blue
shark and mako shark, accounting for a small but important proportion of total catches of
these stocks (estimated at 4.7%, 4.5% and 3.7%, respectively). With regard to swordfish, the
available evidence suggests that the northern stock is fished sustainably. With regard to blue
shark and mako shark, there is no indication that fishing has resulted in depletion of stocks.
However there is considerable uncertainty in the stock assessments, particularly so in the
case of the mako shark. This raises concerns regarding the sustainability of the Agreement
and it is not possible to state with certainty that their inclusion is sustainable. Furthermore,
there are well documented instances of discards of non-commercial species of sharks and
negative interactions of surface longlining in the region with marine turtle populations. With
regard to this segment, more efforts are required to improve information on catch and bycatch,
with a view to assessing their impacts and making better management recommendations.

The fishing operations conducted under the Agreement appear to fully comply with the
management recommendations of ICCAT and the fisheries management regulations of Cape
Verde. However Cape Verde has lost its capacity to mobilise observers on EU vessels. There
are also concerns regarding non-compliance with reporting conditions imposed on EU vessels
in terms of entry and exit reporting, and submission of catch reports by vessels. Other than
this no specific breaches by EU vessels of Cape Verde regulations have been detected.

Within the Agreement, the partnership approach and the associated financial contribution
have provided the means for the implementation of an agreed matrix of support measures in
support of a sustainable fisheries policy. There have been no problems experienced with
disbursement. However the programme of measures was not formally adopted until the first
(and only) Joint Committee meeting between the parties in June 2009. Whilst there have been
two rounds of technical discussions (in March 2009 in April 2010) the level of engagement
during the early part of the Protocol is considered to be insufficient to ensure the relevance of
the measures selected and to monitor their implementation.

There has been progress in the implementation of some of the policy support (institutional
development, sanitary controls, and artisanal fisheries), although it is notable that these
coincide with areas where there has been a good degree of donor intervention activity.
Progress on the measures relating fisheries MCS has been almost negligible. The DGP has
not yet so far been able to establish a corps of fisheries inspectors dedicated to the MCS
function. Limited training will start only in 2010. An initial effort to create an observer corps has
not been sustained. There have been technical problems with vessels and aircraft, but there
has been no use of FPA funds to help accelerate repairs. There has been negligible
participation by the DGP in the limited patrols undertaken. Opportunities to build shore based
MCS capacity (for example for effective port state controls such as monitoring of imported
fishery products and transhipment in Cape Verdean ports) have not been taken with the result
that there is an ongoing risk of IUU fishing linked to the Cape Verde fisheries. The policy axes
and overall objectives agreed by the parties are relevant, but the specific objectives are not
always relevant or structured within a valid logical framework to address the problems
identified. The process misses a proper problem analysis, with a programmed and phased
plan for development. Furthermore those measures which have been successfully
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implemented substantially coincide with activities supported by donor projects, raising
questions regarding the additionality of the FPA measures.

With regard to policy coherence, for the EU the Fisheries Partnership Agreement has provided
access to fishing opportunities for EU fleet segments from fishery dependent areas, created
employment, and provided for additional supplies to the EU market. There is a realistic
potential to link catches by EU vessels to Cape Verdean processing and export activities.
Although there are reservations regarding the sustainability of some of the opportunities
exploited, the Agreement has proved to be highly relevant to the Common Fisheries Policy of
the EU. Although it has had no impact on IUU fishing until now, the Agreement has potential to
achieve this in future. The Agreement provides an additional dimension to the Special
Partnership between the EU and an important Peripheral Region Nation, and could
complement a future Atlantic dimension to the EU’s Integrated Maritime Policy. There are
specific synergies with a number of EDF regional development programmes (ACP Fish Il, SFP
and the forthcoming regional MCS programme implemented by CSRP). The Agreement may
therefore be considered coherent with the EU’s fisheries, maritime and development policies.

For Cape Verde the Agreement has provided about 24% of the financial means for public
investment in fisheries, thus contributing towards economic development and sustainability of
the sector. It has had a particular impact (along with donor support) on building institutional
capacity, providing facilities for small scale fisheries and improving compliance with EU
sanitary conditions for trade in fishery products, all important conditions for increasing the
economic contribution of the fishery sector.

Overall the Agreement has also allowed the EU and the Cape Verde Authorities to maintain a
policy dialogue, with a view to promoting responsible fishing, although the success of the
partnership approach has so far been limited by the low level of engagement, a sub-optimal
intervention design and weak integration with linked donor programmes. Nevertheless, despite
the under-performance of some aspects of the Agreement, it appears that it is strongly in the
interest of both parties to conclude a new protocol that would prolong this partnership between
Cape Verde and the European Union.

Any new protocol should address the concerns identified. Improved reporting of shark catches
as well as bycatch and discards is required to allow a proper assessment of the risks of
unsustainable fishing on some species which may be at risk. Similarly new mechanisms,
including satellite VMS in the longer term, should be introduced to address non-compliance by
EU vessel operators with reporting requirements as set out in the Protocol. There is a need to
revise the matrix of support measures. Key priorities are recommended to be the formulation
and adoption of a fisheries policy, establishing a dedicated fisheries MCS function in the DGP,
and re-creation of the observer corps. It is recommended that the fisheries MCS functions
also include the remit for port state and import controls, since both provide important
opportunities for cross checks to identify and control IUU fishing. The European Commission
is recommended to provide technical assistance to help the Cape Verde authorities to design
these measures. The assistance should also be requested to help to introduce a more
effective monitoring regime for the implementation matrix, with a stronger focus on outputs
and impacts.

Finally, there is a potential for a strengthened regional approach to some elements of the
policy support measures. In 2010 the CSRP completed a restructuring to improve governance
to international standards. Guinea Bissau, Cote d’lvore, Mauritania and Cabo Verde are all
CSRP members with current FPAs with the EU. It is in the interest of all parties, that each of
these agreements supports participation of the partner country in the CSRP. Furthermore
future FPA Protocols negotiated by the EU could include commitments for direct budgetary
support of the CSRP. The proposed adoption by the CSRP Council of Ministers of a strategic
plan with budgeted policy measures would allow the direct allocation of FPA finance by the EU
to a budgetary support programme in favour of the CSRP (within the frame of a Regional
Fisheries Partnership Agreement). The amount of payment to CSRP could at first be
equivalent to the membership fees (in the case of Cape Verde, this is about EUR
50,000/year).

Final Report - page v



Fisheries Partnership Agreement FPA 2006/20 FPA 28//CV/10

26. The adoption of this model would reduce the reliance of CSRP on donor funding, solve, or at
least reduce, the problem of arrears in payment of membership fees and contribute, at least
partially, to the longer term sustainability of regional fisheries. The prospect of a regional FPA
has already been considered by the CSRP Council of Ministers which requested the executive
to investigate this possibility in 2009. There appear to be considerable synergies across
development, fisheries and maritime policy agendas to be gained from such an arrangement,
and the European Commission, along with FPA partner Governments in the region, is
recommended to investigate this prospect in more detail.
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INTRODUCTION

In September 2006 the EU and Cape Verde concluded a bilateral Fisheries Partnership
Agreement. This Agreement provides fishing possibilities exclusively for highly migratory
species for EU vessels fishing in Cape Verde waters. It entered into force on the 30 March
2007. The current protocol, which sets out the fishing possibilities and payments, expires on
31 August 2011.

This Agreement provides fishing possibilities for EU vessels fishing in the waters of the Cape
Verde. It includes fishing possibilities for up to 25 purse seiners, 48 surface longliners and 11
pole and line vessels in the EEZ of Cape Verde. The Member States interested in fisheries
activities in the EEZ of Cape Verde are mainly Spain, France and Portugal. Interest for fishing
in the area appears to be increasing from vessels that are obliged to abandon fishing in the
Indian Ocean due to piracy.

The Agreement also establishes a framework for partnership between the two parties with a
view to defining a sustainable fisheries policy in Cape Verde and identifying the appropriate
means to implement it, according to the EU policy to move from access agreements to
Partnership Agreements aiming to strengthen the conditions to achieve sustainable fisheries.

The EU financial compensation amounts to EUR 325,000 per year, based on a reference
tonnage of 5000 tonnes of tuna valued at EUR 65 per tonne as with all other tuna fishing
agreements concluded by the EC. The compensation is supplemented by a specific amount
of EUR 60,000 towards the promotion of sustainable and responsible fishing in the Cape
Verde zone. In the Protocol the authorities of Cape Verde have committed to allocate 80% of
the EU's total financial contribution to the development of the fisheries sector.

The Fisheries Partnership Agreement with Cape Verde is part of a network of fisheries
agreements with other coastal States in the Eastern Atlantic Ocean, which include Mauritania,
Morocco, Gabon, Sdo Tomé and Principe, Cote d’Ivoire and Guinea Bissau’.

The purpose of this evaluation study is to provide the European Commission with the data
and technical analyses needed to prepare the negotiation of a hew protocol of the Fisheries
Partnership Agreement (FPA) between the EU and Cape Verde.

This final report presents information collected from various sources, including the European
Commission, EU member states and the professional associations of EU vessel operators
concerned with the availability and utilisation of fishing possibilities. It also includes the
findings of a mission to Cape Verde that took place in July 2010, during which discussions
were held with Cape Verde stakeholders to the Agreement including public authorities, private
sector and NGOs.

! An Agreement with Guinea Conakry was denounced by the European Council in November 2009
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1 GENERAL BACKGROUND
1.1 Geography
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Figure 1: Location of Cape Verde

The Cape Verde archipelago is situated in the Eastern Atlantic, between 14" 50'- 17° 20' N
latitude and 22" 44'- 25° 30" W longitude, 375 miles to the west of Senegal and Mauritania. As
shown in Figure 1 it is made up of 10 islands and 5 islets which were originally formed by
volcanic activity. The archipelago covers an area of 4,033 km square. The Exclusive
Economic Zone (EEZ) is relatively large, at about 785,000 km square, but the insular shelf
which is around 200m in depth is only around 5,394 km squarez, 0.8% of the whole area. The
climate is dry and tropical, and there are two well defined seasons: - a cold and dry season,

2 Bravo de Laguna, 1985
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from December to June with an average sea surface temperature (SST) between 21 — 22°C,
and a warm and wet season, from July to November, where the SST is between 26 - 27°C .

From the surface to 50m in depth, the seawater is at its warmest in the south-east of the
archipelago, but the highest temperatures are found at lower depths in the northern part,
between 100-200m, especially in the well known fishing grounds around Santo Antdo, Séo
Vicente, Santa Luzia and S&o Nicolau. There are also seasonal variations in the thermocline,
which is located between 40-70m of depth throughout the year.

1.2 Population

Cape Verde is a former Portuguese colony peopled with slaves from the African continent,
having derived a mixed-race population as a result of 500 years of interaction with different
European nationals. The dominant religion is Roman Catholic. During most of Cape Verde’s
history the population has grown only slowly, held back by devastating famines and severe
droughts which have lead to high levels of emigration in the past. However, the population
has grown rapidly since independence and is now around 465,000 persons although there is
an uneven distribution due to a high internal migration, primarily towards the island of
Santiago where the capital, Praia, is located, to Mindelo at S. Vicente and to the islands
devoted to tourism. About 55% of the population lives on Santiago Island, and nearly 25% on
Praia.

Migration overseas has been a long-standing historical phenomenon, although recently the
trend has decreased. The emigrant community is estimated at 500,000 or more, living mainly
in the US and EU. The majority of Cabo Verdians live outside of their country.

1.3 Developmental status

Cape Verde is on track to achieve most of the Millennium Development Goals (MDGs) by
2015. The country ranks 121 out of 182 countries in the 2009 United Nations Development
Programme (UNDP) Human Development Index, which is the fourth highest ranking in Africa.
The net primary enrolment rate in elementary education rose from 72% in 1990/1991to 95%
in 2005/2006, while net secondary enrolment reached nearly 60% in 2005/2006. Adult literacy
rates are high (approximately 79% in 2006, 97% among the youth), and life expectancy at
birth (69 years) is the third highest in Africa. Cape Verde has now achieved parity for girls and
boys in school enrolment. Infant mortality has been reduced from 45 to 25 per 1,000 live
births since 1990, maternal mortality has also declined as births attended by skilled health
personnel have raised rapidly from 54% in 1995, to around 90%, and life expectancy at birth
(71 years) is the third highest in Africa.

1.4 Economic situation of Cape Verde

1.4.1 General features of the economy

The Cape Verdean economy is service-oriented, with commerce, transport, tourism and
public services accounting for more than 74% of GDP in 2006. Agriculture which has been
hard-hit by drought and scarcity of arable land, accounts for only 8.5% of GDP, even though it
remains the leading employer in the country’s economy. Fisheries is estimated to account for
about 2% of GDP. The manufacturing sector is narrow and its share of GDP is in steady
decline, see Table 1.
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Table 1: Cape Verde’'s GDP at current prices

FPA 28//CV/10

2000 2001 2002 2003 2004 2005 | % | 2007 2008 2009
Millions of EUR

Agriculture, forestry, and livestock 56,582 | 61,225| 59,892 | 64,164 | 63,393 | 71,364 | 8.0 | 78,026 84,062 90,752
Fishing 5,559| 10,738 8,525 9,114 9,006 9,386 1.1 | 10,263 11,057 11,936
Industry and energy 52,202 | 38,924 | 44,602 | 50,061 | 55,575| 68,290 | 7.7 | 74,665 80,440 86,842
Construction 48,148 | 46,561 | 53,399 | 55,321| 57,661 | 82,637| 9.3 | 90,351 97,340| 105,087
Commerce 88,886 | 106,162 | 122,922 | 135,056 | 140,706 | 165,057 | 18.5| 180,465 | 194,424 | 209,897
Hotels 19,281 | 15,082| 14,356 | 15,563 | 14,910| 18,936| 2.1 | 20,704 22,305 24,081
Transport and communications 103,922 | 143,318 | 135,147 | 155,299 | 155,707 | 168,875|19.0 | 184,639 | 198,921 | 214,753
Banks and insurance 30,164 | 27,670| 29,910 29,547 | 30,563 | 33,800| 3.8 | 36,956 39,814 42,983
House renting 35,406 | 33,791| 36,530| 37,600| 38,299| 45,781 | 5.1 | 50,054 53,926 58,218
Public service 81,576| 79,427| 83,218| 93,411| 90,745|107,133|12.0|117,133| 126,194 136,237
Other services 17,340 | 13,721 | 13,839 | 15,254 | 15,916| 18,846| 2.1 | 20,605 22,199 23,965
Intermediary banking services -18,392 | -17,295| -20,034 | -22,763 | -25,285 | -24,994 | -2.8

Sum of value added 520,673 | 559,325 | 582,306 | 637,628 | 647,195 | 765,111 | 86.0

Taxes on imports 56,437 | 69,877| 77,540| 83,608 | 97,501 124,908 | 14.0

Gross domestic product at market prices | 577,110 | 629,211 | 659,847 | 721,235 | 744,715 | 890,029 973,110 1,048,383 | 1,131,819

Source?? Why the percentages in the middle of the table?
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The services sector, particularly tourism, is by far the leading growth sector and has
considerable potential for further diversification. In 1990, the tourism sector contributed less
than 2% to GDP. The rise in tourism starting from 1999 is the major feature of the country
economic profile. In 2008, tourism in Cape Verde accounted for nearly 16% of GDP (World
Travel and Tourism Council) and for14 000 jobs, representing 14.6% of total
employment. Cape Verde is improving its position as a tourist destination — up by 12.7%
between 2000 and 2003 and by 15.6% between 2004 and 2007, according to the Millennium
Institute — and this growth looks set to continue. Cape Verde officials expect to reach the
benchmark of 1 million tourists annually by 2015. This would mean that the sector could
account for as much as 30 % of GDP, compared to 18.3 % in 2006, and employ 53,000
people.

The graduation of Cape Verde from a low-income to a middle-income country in 2007 can be
attributed in large part to the development of the tourism industry. As in Seychelles and
Mauritius, tourism has had important spill-over effects in the entire economy. The explosion of
tourism has stimulated the hotel industry, and revitalized the construction sector, real estate
services, catering and agro-food industry. Over 80% of FDI inflows are now concentrated in
tourism and related activities.

In terms of prospects, the Government estimates that ultimately the sector could attract over
one million tourists compared to 330,000 in 2008. The Cape Verdean government has
identified tourism as an important instrument of economic development. To support the
expansion of tourism, it hopes to construct and/or expand at least four international airports
and upgrade all the ports to international level. It has created several incentives to attract
investors to this sector and to improve the business climate. These incentives include: a
100% fiscal exemption in the first five years of investment; a 50% discount in taxes in the
following 10-year period; an exemption of import taxes on all the materials used in the
construction and exploitation of the hotel and tourist facilities; and reduced taxes on profits
that are reinvested in the same sector.

The downside risk of strong dependency on tourism is the sensitivity of the sector to
economic conditions in tourists’ home countries. This underscores the importance of
promoting high-value tourism and expanding the customer base, which has so far been
dominated by visitors from Europe.

Despite this impressive progress, the country still faces enormous structural challenges: the
high, largely structural unemployment rate; the persistence of a relatively high poverty rate;
the need to improve delivery of services, both public and private; skill shortages; and
inadequate infrastructure. Moreover, the remoteness and difficult internal communications,
with Cape Verde’s territory spread over ten islands and five islets, and its arid climate pose a
constant development challenge.

Remoteness gives rise to specific technical and financial problems in the development of
energy, water and sanitation as well as transport. It has also increased the cost of production.
Other challenges include declining water resources and gradual salination of groundwater in
coastal areas. The business environment and competitiveness is in need of improvement and
the country remains vulnerability to external shocks.

With only 10% of arable land and prone to drought, CV is heavily dependent on food imports
which impacts its balance of payment. Food security is also a crucial aspect of CV's poverty
reduction strategy. The development and promotion of the use of new technologies,
particularly with regard to water control and irrigation methods, crop intensification and
diversification, are some of the areas that Cape Verde hopes to address.

1.4.2 Macro-economic indicators

Between 2004 and 2007, Cape Verde had an average GDP growth of 7% and it is estimated
to have grown by 3.9% in 2009 to EUR 1,132 million. This compares with growth rates of
5.9% in 2008, and a peak of 10.8% in 2006. After a period of rapid economic growth, in the
last year the rate has been adversely affected by the global financial crisis through its impact
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on tourism, construction and associated foreign direct investment (FDI) inflows. Table 2
shows some of the key macro-economic indicators.

After this recent moderation, growth is expected to pick up in 2010 and beyond, led by
tourism and investment-related sectors. In 2010 the GDP is expected to grow again about
5.1% and 6.4% in 2011. This growth reflects a relatively high rate of execution of the public
investment program (PIP) and a dynamic private sector, supported by a substantial increase
in domestic credit and private investment (including large inflows of FDI). The country's
drivers of growth include, apart from tourism, remittances from its substantial diaspora (it is
estimated that over half a million Cape Verdeans live abroad), FDI and development
assistance.

Table 2: Macroeconomic indicators

2008 2009(e) 2010(p) 2011(p)
Real GDP growth 5,9 3,9 51 6,4
CPl inflation 6,8 2,2 2,5 2,7
Budget balance % -1,1 -6 -9,5 -9,3
GDP
Current account % -11,7 -12 -10,2 -11
GDP

Source: Data including estimates (e) and predictions (p) from OECD

The annual average inflation rate fell to 4.5% in 2007, from 6% in 2006. It increased to 6.8%
in 2008 but it is estimated to have dropped below 3% in 2009. Inflation is expected to remain
around this level, which is consistent with the currency peg to the Euro (at a rate of
1 EUR = CVE 110.265). The country has managed to control its budget deficit (limited to
1.2% of GDP in 2008) and debt (41.5% of GDP for external debt and 15.8% for domestic debt
in 2008).

Overall Cape Verde is considered as one of the best performing countries in Africa in terms of
political, economic and social development. According to the IMF, Cape Verde's economic
and policy performance remains strong. As a consequence of its sustained progress, the
country graduated from least developed country (LDC) status, and earned the status of a
middle-income country in December 2007. This entitles it to obtain non-concessional AfDB
funds. To support Cape Verde's transition from LDC status, the United Nations has called on
donors to continue assistance to the country at least until it has achieved its Millennium
Development Goals, for which the target is in 2015.

Following robust growth and sizeable human capital investments, Cape Verde is expected to
attain this target. Gender parity has been attained in primary education and virtually in
secondary education. Infant and maternal mortality rates have declined significantly. Poverty
rate fell from 37% to 28% between 2001 and 2006.

1.4.3 External trade

Trends in Cape Verde's external trade are shown in Table 3 indicating that apparent exports
have been increasing during recent years. However, a significant element is re-export of
“Petroleum oils, other than crude” exportss. As a result in changes to international transport
patterns associated with the financial crisis, exports dropped significantly from more than US$
114.7 million in 2007 to just US$ 35.2 million in 2009.

% Re-exports are linked to re-fuelling supplies to aircraft and vessels visiting national airports and ports.
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In 2009, the main products for export were petroleum oils, other than crude (HS code 2710),
fish, frozen, excluding fish fillets (HS code 0303) and containers (including containers for the
transport of fluids - HS code 8609).

Table 3: External trade 2004 to 2009

Trade Value (US$ millions)

Export Import
2004 15.2 428.8
2005 89.3 437.7
2006 110.2 537.7
2007 114.7 736.4
2008 28.4 782.6
2009 35.2 824.2

Source: UNCOMTRADE; http://comtrade.un.org/db/default.aspx

In 2009 export of fishery products represented a share of 66% of total exports (a total amount
of US$ 13.4 million of fresh and frozen fish and of US$ 10.5 million of prepared fish). Fishery
product exports have been increasing every year since 2004 when it represented just 7.5% of
total exports. Fishery products form an important part of the visible exports, and are linked to
the high levels of employment in fisheries. In recent time some fishery products are imported
to provide raw material for processing and re-export. More information on international trade
in fishery products is provided in Section 3.3.

In 2009, total imports were US$ 824 million. Imports of food, live animals, beverages and
tobacco accounted for 27.7% of imported goods. Other major commodity groups for imports
included machinery and transport equipment and manufactured goods respectively with 24.3
and 18.2% of imports.

1.4.4 Employment

Informal work occupies an important place in the labour market. Of the 149,608 persons
employed in 2006, about 70% (105,295) were working without any formal contract. Around
64% of family incomes in Cape Verde derive from wages. The primary sector accounts for
about 56% of nationwide employment, followed in importance by commerce and civil
construction. There has been a notable increase in employment and average wages in recent
years, reflecting not only higher wages, but also the impact of higher skills levels in the
workforce. In fact, 35% of the employed population had secondary schooling or more in 2006,
versus 29% in 2000.

The unemployment rate was 18.3% in 2006 and 17.8% in 2008, but according to the recent
estimation of National Statistics Institute (INE) of Cape Verde and the new international
methodology used to calculate unemployment, it would be 13.1% in May 2010; i.e. 15.1% in
urban areas and 9.2% in rural areas. The unemployment rate among the poor population is
29% for male and 46% for female. Around 33% of the unemployed are young, and of these
52% are relatively well-educated. There is great gender disparities between young people
aged 15 to 24: the unemployment rate among females is 47.6%, while it is 35.5% among
males.

Structural unemployment is attributed to the population’s low level of qualification; the lack of
professional training structures; weak private sector; the low productivity and outdated
technological resources in the primary sector; the modest participation of industry and energy
in the GDP.
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Employment in fisheries was estimated at just over 6,000 in 2008, of which about 5,000 were
employed in the small-scale fisheries. About 1,000 Cabo Verdeans are employed on industrial
fishing vessels, operating within the region. In addition, there are about 4,000 female fish
vendors and about 300-400 others employed in the sector. One shipyard with about 200
employees derives a significant part of its business from the fishery sector. Port services (in
particular stevedoring, and cold storage) are thought to provide employment for a similar
number. Overall fisheries accounts for 10,400 jobs, about 5% of the total workforce. In some
islands (in particular S&o Vicente and Sal where the fishery sector is concentrated) the level
of dependency is much higher. In terms of employment, the Cape Verde may be considered
to be a fishery dependent region.

Table 4: Employment in the fisheries sector

1989 1995 2000 2008*

Total Population 336,610 | 385,957 | 434,624 | 498,672

Total Workforce 95,186 | 137,958 | 174,664 | 200,403

Employment in Fisheries Sector

Artisanal Fishermen 4,258 | 5,521| 4,283| 4,914
Industrial Fishers 710 452 996 1,143
Fishers in Industrial Foreign Fleet n/a n/a n/a| n/a
Women Fish Vendors 1,500 2,100| 3,500 4,016
Processing industry - - 166 190
Administration  (Ministry, DGP, 453 445 120

INDP) 138
Total employment in fisheries 6,921 8,468 9,075| 10,412

Ratios (employment)

Ratio of Total employment in 7.3 6.1 5.2
Fisheries 5.2
Ratio of Total employment in 5.2 4.3 3
Fishing 3
Ratio of Total Fish Vendors activity 1.6 15 2 2

Source: INE, GEP, UNDP
* Mission estimates

1.5 Economic policy

1.5.1 Economic Transformation Strategy

To enhance economic diversification and build on the gains from the tourism sector, Cape
Verde will need to address the challenge of diversifying its productive base, notably through
SMEs/SMils, and increase its exports. There are two major policy instruments, the Economic
Transformation Strategy and the Poverty Reduction and Growth Strategy Paper.

The Economic Transformation Strategy (ETS) is a long-term vision adopted in 2003 to
transform Cape Verde from a least developed country (LDC) into an emerging country. It is
geared towards widening the country’s productive base by developing niches such as high
quality tourism, fishery products, international transport and information technologies. The
development of these niches are based on the country’s natural advantages, namely,
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(i) strategic position that makes it a gateway to Africa;

(i) a large coastline conducive for the development of deep-water harbours, fisheries
and sea-side tourism; and

(iii) airports that can be used for cargo flights.

1.5.2 Poverty Reduction and Growth Strategy Paper

Whilst the Economic Transformation Strategy (ETS) provides a national long-term
development vision, the second Growth and Poverty Reduction Strategy Paper (GPRSP-II)
for the period 2008-2011 sets out a more detailed programme of measures for
implementation under the Government's program for the 7th Legislature. The goal is to
achieve double-digit economic growth, and bring unemployment down to below 10%. It
hinges on the following five pillars:

o Public Sector Governance; Continuing the emphasis placed in streamlining the
administrative  structures, improved governance ethics and transparency,
implementation of a new procurement code and continued improvement in public
financial management to allow a better linkage to domestic processes for the
elaboration of the annual budget.

0o Human Capital; Continued improvements in education sector; strengthened quality
and increase access to health care services by the poor.

o Infrastructure; Continued development and improvements of the energy sector for
both growth and poverty reduction in Cape Verde; improved regulatory framework for
energy pricing and investment in upgraded infrastructure, whilst taking due care of
the environment.

o Competitiveness and Private Sector Development; emphasis on private sector-led
growth to reduce poverty; improved competitiveness and business climate;
acknowledging the importance of tourism as the main source of growth.

0 Social Services and Social Cohesion; further decentralization and rationalization in
the delivery of social services and the need for a food security plan.

The IMF has identified a number of risks regarding the implementation of the strategy”:

o Given the specialization in tourism, the global slowdown combined with the narrow
export base can have knock-on effects on Cape Verde’s external demand (including
tourism) and FDI flows;

o Given the reliance of the financial sector on non-resident deposits and the unclear
degree of the interest-rate sensitivity of these deposits, they may be a potential
capital account-based source of vulnerability;

o Although improvements have been made on energy pricing regulation, implementing
the broader energy sector reform is likely to be a challenge. There is a need to press
on to reduce fiscal risks and contribute to create fiscal space for infrastructure
development.

4 Cape Verde: Growth and Poverty Reduction Strategy Paper Il (2008-11) Joint Staff Advisory Note, IMF Country
Report No. 08/244, International Monetary Fund July 2008
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o A sharp increase in food and fuel prices could delay further poverty reduction,
especially in rural areas, given that most of the food and all oil has to be imported.
Capacity constraints could also hamper the pace of implementation of the strategy.

1.5.3 Government Revenues and Expenditure

An integrated budgetary and financial management system (Sistema Integrado de Gestédo
Orcamental e Financeira — SIGOF) was introduced in 2004. Following the adoption of the
PRSP a new budget model was adopted in 2005. The model includes an overall Medium-
Term Expenditure Framework (MTEF) and a number of sectoral MTEFs within key line
ministries (education and higher education, agriculture and environment, labour, family and
solidarity, and health), in order to allocate public expenditures in accordance with PRSP
priorities. A recent public expenditure review, conducted by the IMF under the Country
Financial Accountability Assessment and the Country Procurement Assessment Review
projects, will lead to the adoption of further measures to improve public expenditure
management.

Budget policy continued to be geared toward maintaining budgetary discipline so as to ensure
the budgetary and financial sustainability of government finance, consistent with sound
macroeconomic policy. A large portion of the government’s budget continues to be covered
by official development assistance (ODA), as Cape Verde enjoys one of the most generous
levels of ODA per capita in Africa (see Section 1.7).

Overall expenditures have been rising steadily, in line with increasing tax revenues and
sustained ODA. The 2010 budget breakdown is shown in Table 5.

Table 5: Public finances, 2010

ECV EUR

Million 1,000

Revenue, grants, and net lending 42,344 | 384,020.3

Domestic revenue (incl. net lending) | 33,824 | 306,751.9

Tax revenue 28,737 | 260,617.6
Non tax revenue 5,087 | 46,134.3
External grants 8,52 | 77,268.4
Total expenditure 57,094 | 517,789.0
Recurrent expenditure 28,92 | 262,277.2
Capital expenditure 27,974 | 253,697.9

Sources: IMF, July 2010 cit. Ministry of Finance, Bank of CV, and IMF estimates amd projections

According to the IMF (July 2010) total revenue in 2010 will be EUR 384 million and total
expenditure EUR 517.8 million. Forecast deficit will be around EUR 133.8 million. Recurrent
expenditure will be EUR 262.3 million and capital expenditure EUR 253.7 million. The
fisheries and agriculture budget is about EUR 37 million in 2010, accounting for some 7% of
national budget.

1.6 Membership of regional and international organisations

After more than seven years of negotiations, Cape Verde became the 153rd Member of the
World Trade Organization (WTO) on July 2008. For the WTO, Cape Verde has undertaken to
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implement an action plan by 2012 aimed at harmonizing its customs system with the rules of
that Organization.

Cape Verde became a member of the Economic Community of West African States
(ECOWAS) in 1977. This is financed by an external levy of 0.5% on all goods and vehicles
originating from non-ECOWAS countries. Cape Verde is the ECOWAS country most affected
by this levy due to its high proportion of non-ECOWAS imports. Commercial trade with other
ECOWAS member countries is insignificant. At the bilateral level, some trade development
agreements were signed between Cape Verde and Guinea-Bissau, Guinea Conakry, and
Senegal. Cape Verde will host the ECOWAS Centre for Renewable Energy and Energy
Efficiency under an action plan to find a sustainable solution to West Africa’s energy crisis. It
has also signed up to regional drug control programs, gender promotion, conflict prevention
and resolution. Notwithstanding, the ECOWAS regional integration assistance strategy
currently prepared by the African Development Bank will help to better target and rationalize
AfDB interventions in regional multinational projects.

Cape Verde is a member of the Permanent Inter-State Committee for drought control in the
Sahel (CILLS), an international organization consisting of nine countries in the Sahel region of
Africa. The mandate of CILLS is to invest in research for food security and the fight against
the effects of drought and desertification. The Sahel 21 programme supports initiatives in the
field of food security, renewable energies, regional trade, and training in related sectors,
population and demographic research.

Cape Verde, as a former colony of Portugal, is a member of the Community of Portuguese
Speaking Countries (CPLP), created with the objective of establishing political-diplomatic
dialogue, cooperation in the cultural, social, economic, juridical and scientific fields and
implementation of projects aimed at promoting and disseminating the Portuguese language.

1.7 Relations with international donors

Net ODA was 12.8% of Gross National Income in 2008. Overall, Portugal is the largest donor,
followed by the EU. Bilateral donors play an important role in the portfolio of support,
accounting for 75%. Figure 2 shows the overall donor matrix for Cape Verde.

Cape Verde
Top Ten Donors of qross
Receipts 2006 2007 2008 QDA {2007-08 average) {USD m)
HNet ODA (USD million) 138 165 2149 1 Portugal 50
Bilateral share {gross ODA) T3% G9% T5% 2 EC 22
Het ODA | GNI 12.0% 11.6% 12.8% 3 IDA 22
4 Spain 21
Net Private flows (USD million) 55 -10 45 5 Luxembourg 18
G United States 15
For reference 2006 2007 2008 7 Metherlands 12
Population {million) 05 0.5 05 & Arah agencies £}
GHNI per capita (Atlas USD) 2 360 2 G680 3130 9 France 8
10 AfDF 4
Bilateral ODA by Sector (2007-08) |
3:'-% 4::% 5:'-% E-CI-% .7::% 8 ::% 9:'-% 1 C'IC-‘H:
mother socisl sectors o= =
EFrogrs ] o4 = D=
Sources: OECD, World Bank. www.oecd. org/dac/stats
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Figure 2: Matrix of overseas development assistance delivered to Cape Verde , 2006 to
2008.

Source: OECD

Although some partners continue to prefer to lend their support in the form of food aid, most
donor programmes are now linked to the implementation of the Poverty Reduction Strategy,
but major development partners follow different models, namely budgetary support, project
aid (which still accounts for considerable weight in the State Budget), concessional loans from
for example IDA and AfDB, and debt relief conditioned to the PRSP financing. The main
areas of activity by the different donors are shown in Table 6.

Budgetary support is substantial and regulated by a Memorandum of Understanding (MoU)
for Budget Support, signed by Austria, AfDB, the World Bank, The Netherlands, Spain,
Portugal and the European Union. The MoU is open to the entry of new partners.

In 2009 the World Bank approved Cape Verde's Fifth Poverty Reduction Support Credit
(PRSC-V), a US$ 15 million IDA credit to support the Government in its efforts to develop
policies and institutions aimed at developing a dynamic private sector to be the engine of
sustainable growth and poverty reduction.
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Table 6: Main development partners’ contribution and areas of intervention

TFP Areas of Intervention

World Bank Basic infrastructure, private sector, energy, water, financial management
and public finance

Portugal Human development capital, capacity building, decentralization, social
protection and security

European Union Infrastructure related to health, water and sanitation

Netherlands Environment, public finance, vocational training

Luxembourg Health, education and training, transport, water and sanitation

United Nations Good governance, water, sanitation, population, decentralization,

Systems education, health, rural development and child protection

AfDB Infrastructure, education, rural development, poverty reduction, energy

Japan Fishing infrastructure, ground water

USA MCA 2005-2011, transport infrastructure, rural development, private
sector

Germany Natural resources, education and vocational training

Spain Decentralization, culture, public finance

ABEDA Infrastructure, education, rural development, social protection, private
sector

France Good governance, decentralization, water and sanitation

Austria Decentralization, water and sanitation, rural development, public finance

China Construction infrastructure

Source: World Bank

1.8 Relations with the European Union

1.8.1 The EC-Cape Verde cooperation strategy

Like other ACP states, Cape Verde is a signatory of the Cotonou Agreement with the EU and
therefore obtains associate tariff preferences and is a beneficiary of the European
Development Fund (EDF). The development assistance, policy and programme are described
below.

Cape Verde was re-classified as a non-Less Developed Country from 1 January 2008, but it
will be able to continue to export to the EU under the GSP EBA (Everything But Arms) tariff
preference regime for a transition period of three years. Cape Verde is seeking to prolong this
period. This qualifies many products, including fishery products wholly originating from Cape
Verde, to enter the EU at preferential tariff rates. In addition Cape Verde has quota for import
of certain non-originating fishery products into the EU (see section 3.3.3).

The Cotonou Agreement recognised that within the WTO rules regarding tariff preferences,
the trade relations between the ACP states and the EU would need to be renegotiated before
the end of December 2007, replacing them with Economic Partnership Agreements. To
satisfy WTO requirements, EPAs will be based on reciprocal (but asymmetrical) trade
relationships. Under the EPAs, the EU offers signatory states immediate tariff and quota free
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access to its market, while signatory states will grant duty free access to at least 80% of
imports from the EU, to be implemented over an extended transition period of up to 15 years.
EPA negotiations take place within self-determined negotiating groups.

However, as a result of its lack of regional trade integration, Cape Verde has elected not to be
a party to the Economic Partnership Agreement being negotiated between the European
Union and ECOWAS. On the other hand, Cape Verde has clear linkages with Macronesia
(being the group of Atlantic archipelagic islands including Azores, Madeira and Canary
Islands). The geographic proximity and commonality of challenges faced have contributed to
increasingly close political linkages. As a result Cape Verde has opted for a “solo” solution
with the aim of transforming the country into “a model circulation economy”.

In 2006, the European Parliament approved a resolution including the following point:

“The Commission is exhorted to (...) welcome the idea of establishing a European Neighbour
Accord at the end of the European Neighbourhood Policy process with those countries not
requesting entrance [into the European Union] but which are close to the community, to
propose and develop specific policies aimed at making the neighbour policy as extensive as
possible to the Atlantic island States neighbouring the ultra-peripheral regions adjacent to the
European continent when particular issues of geographic proximity, cultural and historical
affinity and mutual security are relevant [...]

In October 2007, the EU, considering that Cape Verde possesses "all of the structural
conditions" necessary for the option, granted Cape Verde a “Special Partnership Status”,
which is based on co-operation on trade, investment, illegal immigration, the fight against
organised crime and upgrading of institutions and norms.

Therefore since the end of 2007, Cape Verde has enjoyed a Special Partnership with the
European Union as a Peripheral Region Nation. The activities under the SP are funded by the
EDF allocation, in line with an Action Plan. This was first drawn up in November 2007 based
on the following pillars: good governance, security/stability; regional integration;
transformation and modernisation, notably technical and legislative convergence; the
knowledge-based society; combating poverty, and development. In 2010 Cape Verde
presented a revised Action Plan, which includes a new series of measures in all the pillars of
the SP.

This includes in particular reforms in the areas of security and stability, public financial
management and the implementation of judicial reforms. Quality control and the creation of an
Institute in this area are foreseen within the pillar “normative convergence”. Among the good
governance actions it is also foreseen to strengthen “Management of natural resources,
including execution of the National Environmental Action Plan (PANA) and ocean pollution
reduction”. These measures include “Protection and sustainable measures on marine and
fishery resources, through EU fishery agreements among others”. No additional details are
available. The Plan is a working document, to be adjusted by the parties whenever needed.

Under the Special Partnership the parties are also seeking to negotiate an agreement for the
more efficient management of migratory flows (so-called “Mobility Agreement”). Furthermore
the regional integration pillar of the SP Action Plan for the period 2007-2013 supports the
intensification of Cape Verde cooperation with the Outermost Regions of the EU (Azores,
Madeira and Canary Islands), seeking the benefits of the EUs “Wider Neighbourhood
Strategy”. According to the EU Delegation, joint projects under the SP are currently being
prepared to be submitted together with EU Outermost Region partners (including at a
municipal level®).

® In 2008 S&o Vicente Island hosted the Municipal Conference of EU Ultra-Peripheral Regions and Cape Verde.
Territorial ordering, renewable energies and the environment are some of the themes that have been debated by
municipal authorities from Cape Verde, Madeira, the Azores, the Canary Islands and Martinique.
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1.8.2 National Indicative Programme

The National Indicative Programme sets out the development cooperation strategy under the
10th EDF and was adopted by the parties for the period 2008 to 2013. The programmable
resources of the NIP amount to EUR 51.0 million.

The main focal sectors of the NIP are poverty reduction and good governance. This focal area
will absorb the sum of EUR 32.6 million, or 64% of the A envelope. A second focal sector
(EUR 11.5 million accounting for 22.5% of the A envelope) will cover measures in support of
the development of the CV/EU Special Partnership, which will be covered by a CV/EU action
plan (described above). About 9.6 % of the A envelope (EUR 4.9 million) will be earmarked
for activities outside the focal sectors, EUR 3.8 million of which will be allocated to cross-
cutting activities or those in support of implementation of the NIP; there will also be EUR 1.1
million for support for PALOP governance initiatives. A reserve of EUR 2 million (3.9% of the
A envelope) has been set aside.

Support for the first focal sector will take the form of budgetary support, which is particularly
well suited to the implementing arrangements of the programs concerned and for which the
country, thanks in particular to the structural reforms backed by the EU and other donors,
meets the required conditions in terms of reliability and transparent management of public
finances. EDF financing for the second focal sector will take the form of budget aid or project
aid (whichever is judged more appropriate when programs are being appraised). Programs
outside the focal sectors are normally be implemented by means of project aid.

1.8.3 Regional Indicative Programme

Cape Verde is also a beneficiary of interventions supported under the 10" EDF Regional
Indicative Programme for Africa. The EU-Africa summit, held in December 2007 in Lisbon
cemented new Africa-EU strategic partnership, marking a qualitative leap in relations between
the two continents. Within this partnership its first action plan specifies concrete proposals for
2008-2010 structured along 8 Africa-EU strategic partnerships:

0 Peace and security

Democratic governance and human rights
Trade, regional integration and infrastructure
Millennium development goals (MDGS)
Energy

Climate change

Migration, mobility and employment

0 Science, information society and space.

O O0OO0Oo0Oo0o

Together with the political Lisbon Declaration these axes will guide EU-Africa dialogue and
cooperation in the coming few years in line with the principles of African ownership, co-
management and co-responsibility.

Note that one of the main stated objectives of the EU relations with Africa is to promote the
achievement of the UN MDGs in Africa. This objective is strengthened and complemented by
the specific objectives pursued within the Cotonou Agreement, the Trade Development and
Cooperation Agreement (TDCA), the Euro-Mediterranean partnership and the European
neighbourhood policy including the support to political reform and economic modernisation.

At the regional level, with regard to the EC’s partnership with West Africa, the main priority for
the 10th EDF 2008-2013 are detailed in the Regional Strategy Paper and the Regional
Indicative Programme, approved by the EU and the West African States, represented by
ECOWAS and UEMOA in December 2008. The total EDF allocation to the RIP is EUR 597
million and the priorities are set in line with the ECOWAS and UEMOA objectives and
comprise:

o Focal Sector I: Deepening regional integration, improving competitiveness and EPA
(70% of total: EUR 418 million)
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o Focal Sector Il: Consolidation of good governance and regional stability (20% of total:
EUR 119 million)

o Non-Focal Sector (other programmes) (10% of total: EUR 60 million)

Support for deeper regional integration (Focal Sector 1) includes strengthening regional food
security, as well as support for EPA programmes for improved competitiveness which
includes compliance with TBT and SPS measures. Focal sector 2 will include strengthened
governance, especially at a regional level and improved policies and management in relation
to human migration. The non-focal areas cover a range of issues considered to be of vital
strategic interest. These include

o Environment (including environmental impact assessments and profiles, bio-security,
climate

o Climate change the control of coastal erosion and cross-border areas

o Follow-up and management of the RIP including ad hoc technical assistance
o Support for non-state actors

o Continuation of programmes under way

The main elements with regard to trade are the deepening of regional integration, and
enhancement of competitiveness linked to the EPA negotiations. This focal area is divided
into the following components:

o Support for the implementation of reforms and adjustments related to the
establishment of the UEMOA customs union and the common market (including the
free movement of people and capital) and the consolidation of macroeconomic
stability. Actions related to the customs union include the implementation of the CET,
trade facilitation and the modernisation of the customs administration;

o Support for implementation of the EPAs including application of rules on sanitary and
phytosanitary measures (SPS), technical barriers to trade (TBT), intellectual property,
competition, public procurement, investment, and services. The competitiveness of
the productive sector should be strengthened, food security should be increased at
the regional level and the institutional capacities of regional organisations should be
improved.

For the ECOWAS region funds available within the RIP for trade capacity building and
regional integration amount to some 70% of the total regional indicative programme.

1.8.4 The European Investment Bank

The National Indicative Programme and the Country Strategy Document foresee that the EIB
may contribute to the implementation of the programme though the financing of an investment
facility and/or though its own resources within the rules of the 10" EDF under the ACP-EU
partnership accords. The EU Infrastructure Trust Fund for Africa is a new co-financing
instrument of the EU-Africa Partnership on Infrastructure. It brings together the resources of
the EC, the Member States, the European Investment Bank (EIB) and European
Development Financing Institutions in the creation of an Infrastructure Trust Fund®. This is
able to provide grants for:

0 interest rate subsidies

® See http://www.eu-africa-infrastructure-tf.net/
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o technical assistance including preparatory work for eligible projects such as
environmental impact assessments, project supervision and targeted capacity
building

o direct grants for project components that have a substantial demonstrable social or
environmental benefit

o initial stage funding of insurance premium necessary to ensure the launch of
infrastructure projects.

Eligible investments are those in the energy, transport, water, IT and telecommunications
sectors. The Trust has established a secretariat as an access point for and liaison with all
Partnership stakeholders. EUR 5.6 billion has been allocated from the 10th European
Development Fund (2008-2013). The EIB is responsible for the management of the fund. This
makes the Trust Fund particularly appropriate for the transport infrastructure needs of Cape
Verde. A number of marine infrastructure projects have already been financed, such as the
Walvis Bay Container Terminal in Nambia and the Beira Corridor in Mozambique. Until now,
no investments in Cape Verde have been made.

2 REGIONAL AND NATIONAL FISHERIES

2.1 Highly migratory species in the Eastern Tropical Atlantic

The EU Cape Verde Fisheries Partnership Agreement concerns fishing opportunities for
highly migratory species. The target species of the EU vessels operating under the
Agreement are two species of tuna caught by purse seiners (yellowfin tuna - Thunnus
albacares and skipjack tuna - Katsuwonus pelamis) with a bycatch of juvenile bigeye tunas
(Thunnus obesus), which are the same species caught by the baitboat (or pole-and-line)
fishery. The main targets of the surface longliners are swordfish (Xiphias gladius) and sharks
(principally shortfin mako shark - Isurus oxyrinchus and blue shark - Prionace glauca). This
section describes the characteristics of these fisheries, their management arrangements and
sustainability.

2.1.1 Overview

World catches of the three major tuna species (skipjack, yellowfin and bigeye), for all types of
gears combined, totalled over 4 million tonnes on average over the 2006-2008 period (Figure
4). The Western and Central Pacific area is the main fishing ground for tunas, with 56% of
world catches on average, ahead of the Indian Ocean (23%). the Eastern Pacific (14%) and
the Atlantic Ocean (8%).

With regard to the ICCAT Convention Area, in which the Cape Verde fishery falls, the total
catch in 2008 was estimated at 499,438 tonnes, which includes tuna species and billfishes.
The ICCAT Convention Area spans a large proportion of the Atlantic Ocean where most of
these catches are taken, while about 12% on average (2006-2008) are taken in the
Mediterranean (also part of the ICCAT area). The major tuna species (skipjack, yellowfin and
bigeye) accounted for almost 320,000 tonnes of the global total (61 %).
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Figure 3 : Distribution of world catches of skipjack, yellowfin and bigeye 2006-2008 all
types of gears aggregated.

Source : FAO

2.1.2 EU Fishing fleets involved

The Cape Verde zone is of interest to European purse seine, baitboat and surface longline
operators, since they pursue the fishing of these migratory resources in international and
national waters in the Eastern Tropical Atlantic Ocean.

The peak of European fishing effort in the purse seine fishery was in the early 1990s with
about 70 purse seiners. There was a subsequent movement of vessels from the Atlantic to
the Indian Ocean and the number of purse seiners from the European and associated fleets’
fell to 44 vessels in 2001 and to 24 vessels in 2006. Since then however the number of purse
seiners has increased to 36 as vessels have moved back from the Indian Ocean to the
Atlantic. At the same time the efficiencies of these fleets have been increasing, particularly as
the vessels which had been operating in the Indian Ocean tend to be newer and with greater
fishing power. These trends are shown in Figure 4.

The EU purse seine fleet in the Atlantic is comprised mainly of vessels under Spanish and
French flags. An average of 20 vessels have been operating in the period from 2006 to 2008,
where Spanish purse seiners have increased from 11 to 16 in the period while French vessel
numbers have been constant at 7. These vessels have taken catches of roughly 60,000
tonnes on average during this period (Spain: 39.000 t; France: 21.000 t), accounting for 37%
of total catches of the industrial purse seine fishery in the Atlantic. Many of the vessels draw
licences to fish in the Cape Verde zone (21 vessels in 2010). A number of EU owned vessels
operate under flags of nations in the region, including that of Cape Verde.

The European longline fleet also targets large pelagic species throughout the Atlantic.
Retained catches are in the order of 16,000 tonnes per year of swordfish (from both northern
and southern stocks) and 43,000 tonnes of sharks, consisting primarily of blue shark and
shortfin mako shark. The Atlantic fleet is dominated by Spanish and Portuguese vessels (and
a few UK flagged vessels). The vessels operate in the three Oceans and it is more difficult to
obtain a reliable estimate of vessel numbers. It appears that about 60-70 EU vessels are

" This concerns vessels under flags of third countries, which are presumed by ICCAT to have EU interests in the
ownership or operation
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presently operating in the Atlantic, and a substantial number of these have taken licenses in
the Cape Verde zone (an average of 26 vessels in the period 2007-2010).
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Figure 4: Trend in number of purse seine vessels from European and associated fleets
operating in the eastern Atlantic during 1991-2009.

Source: ICCAT

EU baitboat vessels operating in the ICCAT area account for an average annual catch, during
2006 — 2008, of about 38,000 tonnes. The vessels are from Spain, Portugal and France.
Some of these fleets operate in European waters for part or all their catches (i.e. Madeira,
Canary Islands). Only about 10 European baitboat vessels operate in African waters making
use of FPAs with an annual catch in order of 10,000 tonnes of tuna. Other baitboat fleets
operate under the Senegal and Ghana flags and some of these vessels are European owned
or operated. The Cape Verde zone is an important fishing ground for this fleet, but operations
are limited due to the fact that they do not have access to live bait in Cape Verde (they need
to be supported by an accessible fishery and infrastructure for live bait). However, the Cape
Verde fishery is regarded as one of the most valuable fishing grounds for this fleet, due to the
large size of fish caught during the period November to January.

2.1.3 Status of stocks and management measures

Stock assessments of major tunas and associated species such as various billfish and sharks
are carried out regularly (i.e. every 3-4 years) under the framework of the International
Commission for the Conservation of Atlantic Tunas (ICCAT). This section describes the
various stocks that are of particular relevance to the EU Cape Verde FPA, with a focus on the
stocks that are exploited in the eastern tropical Atlantic. It considers their exploitation and
biological status in terms of the sustainability of the fishery and describes the management
advice provided by ICCAT.

The source of this information is the report of the ICCAT Standing Committee of Research
and Statistics (SCRS) included in the Report for Biennial period 2008-09, Part I, published in
2010°%. This publication includes the latest available results of stock assessments (see also
Table 7). The Scientific, Technical and Economic Committee for Fisheries (STECF) of the
European Commission is also requested to review the available advice for 2010 on stocks of
interest to the EC. This has also been taken into consideration in the following, where specific
STECF comments or recommendations are given.

8 Available at Www.iccat.int
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The European Union as a party to the ICCAT Convention is obliged to implement the ICCAT
Recommendations, Resolutions and other Decisions. Reference is therefore also made to the
implementing decisions adopted into EU law by the European Council and the European
Commission.

Skipjack

Skipjack tuna is a gregarious species that is found in schools in the tropical and subtropical
waters of the three oceans. Skipjack is the predominant species caught under FADs (fish
aggregating devices/floating objects, which can be natural or artificial) where it is caught in
association with juvenile yellowfin and bigeye tuna as well as with other species of epipelagic
fauna. One of the characteristics of skipjack is that from the age of one it spawns
opportunistically throughout the year and in vast sectors of the ocean. The increasing use of
fish aggregation devices (FADS), since the early 1990s, has changed the species composition
of free-swimming schools. It is noted that the free schools of mixed species were considerably
more common prior to the introduction of FADs.

The total catches of this species obtained in 2008 in the entire Atlantic Ocean were close to
149,000 tonnes which represents the catch average of the last five years (Figure 5). At
present the major fisheries are the purse seine fisheries, particularly those of Spain, Ghana,
Panama, France and Netherlands Antilles, followed by the baitboat fisheries of Ghana, Spain,
Portugal and France. The preliminary estimates of catches made in 2008 in the East Atlantic
amounted to 127,000 tonnes representing an increase of 3% as compared to the average of
2003-2007. Most of the catches are taken off the coasts of Ghana and Cote d’lvoire with
much lower catches in the Cape Verde zone, as this area is in the northern limit of the purse
seine fishery (Figure 6). Nominal purse seine effort decreased regularly since the mid 1990s
but this has now started to increase again with the movement of EU purse seiners from the
Indian to the Atlantic Ocean.
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Figure 5: Total catch (t) for skipjack in the Atlantic Ocean and by stocks (East and
West) between 1950 and 2008.

Source: ICCAT

Traditional stock assessment models have been difficult to apply to skipjack because of their
particular biological and fishery characteristics (i.e. continuous spawning, variation in growth
by area, non-directed effort and weakly identified cohorts). Although the fisheries operating in
the east have extended towards the west beyond 30°W longitude, assessment is based on
the assumption of two distinct stock units, east and west, based on available scientific
studies. European fisheries primarily exploit the eastern stock, which is the much larger stock.

Current catches (2008 provisional data) of eastern skipjack are about 127,000 tonnes, which
is lower than the Maximum Sustainable Yield (MSY) level; range of 143,000 — 170,000 tonnes
(see Figure 5). This indicates a moderate exploitation and the fishery can thus be considered
as sustainable. There is currently no specific regulation in effect for skipjack tuna.
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Although the ICCAT SCRS Committee makes no management recommendations in relation
to skipjack, the advice is that catches should not be allowed to exceed MSY. Increasing
harvests and fishing effort for skipjack could lead to involuntary consequences for other
species that are harvested in combination with skipjack (particularly bigeye tuna in the purse
seine fishery).

The STECF comments on the ICCAT management measure of a season/area closure for
surface fisheries (i.e. purse seine, baitboat) (Rec. 04-01), replacing a previous moratorium on
the use of FADs over a larger area (see also Table 7). This season/area closure was
assessed by ICCAT and the conclusion was that it is less efficient in reducing the overall
catches of small bigeye, the primary objective of the management measures, and has only a
marginal effect on skipjack catches. STECF comments imply that a more effective measure
should be found for protecting juvenile bigeye in the surface fisheries.
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Figure 6: Geographic distribution of skipjack catch by major gears during the period
2000-2007.

Source: ICCAT
Yellowfin tuna

Yellowfin tuna is distributed mainly in tropical and subtropical oceanic waters. The sizes
exploited range from 30 cm to 170 cm fork length (FL); maturity occurs at about 100 cm FL.
Smaller fish (juveniles) form mixed schools with skipjack and juvenile bigeye, and are mainly
limited to surface waters, while larger fish form schools in surface and sub-surface waters.
The younger age classes of yellowfin tuna exhibit a strong association with FADs. The main
spawning ground is the equatorial zone of the Gulf of Guinea, with spawning primarily
occurring from January to April. Juveniles are generally found in coastal waters off Africa. In
addition, spawning occurs in the Gulf of Mexico, in the southeastern Caribbean Sea, and off
Cape Verde, although the relative importance of these spawning grounds is unknown.
Although such separate spawning areas might imply separate stocks or substantial
heterogeneity in the distribution of yellowfin tuna, a single stock for the entire Atlantic is
assumed as a working hypothesis based on the available information, showing transatlantic
migration from west to east and a continuous distribution based on CPUE data (Figure 7).

In contrast to the increasing catches of yellowfin tuna in other oceans worldwide, there has
been a steady decline in overall Atlantic catches, with an overall decline of 45% since the
peak catches of 193,500 tonnes in 1990 to 107,859 tonnes in 2006 (Figure 8). Recent trends
have differed between the western and eastern Atlantic, with the catches in the west
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continuing to decline steeply with reductions of 40% in only two years since 2006. In the
eastern Atlantic, on the other hand, catches have increased by 13% since 2006 mainly due to
substantial increases in purse seine effort. Most of these catches are taken off the coasts of
Ghana and Cote d’'lvoire, as shown in Figure 7. Note that the catches in the Cape Verde zone
are generally low and are taken by various gears including artisanal handline.

The status of the yellowfin tuna stock has shown some improvement in recent years, which is
not surprising in that fishing effort and subsequent catches have generally declined. The
recent increase in effort in the Eastern Atlantic is still considered to be relatively moderate.
The estimated maximum sustainable yield (MSY) range is 124,000 to 152,000 tonnes per
year. As catches in 2008 were 107,859 tonnes (provisional data), well below the MSY, the
level of exploitation is considered moderate and yellowfin tuna is considered to be exploited
sustainably.
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Figure 7: Geographic distribution of yellowfin catch by major gears during the period
2000-2007

Source: ICCAT
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Figure 8: Estimated annual catch (tonnes) of Atlantic yellowfin tuna by fishing gear.
1950-2007
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Source: ICCAT

The formal management advice is contained in “Recommendation by ICCAT on
Supplemental Regulatory Measures for the Management of Atlantic Yellowfin Tuna” of May
31, 1994. This states that “there be no increase in the level of effective fishing effort exerted
on Atlantic yellowfin tuna, over the level observed in 1992. It also requires that all countries
whose vessels currently exploit Atlantic yellowfin tuna, or may do so in the future, irrespective
of whether or not such vessels fly a flag of the Contracting Parties to the ICCAT Convention,
implement the measure ...”

The latest stock assessment in 2008 estimated that current effort level is well below this limit
(about 25-30% in terms of fishing mortality up until 2006), but considering recent increases in
vessels, this may no longer be the case. The SCRS Committee of ICCAT points out that there
is about a 60% chance that stock biomass is not at the optimal target level, when taking into
account uncertainty in the modelling exercises. The effect of the recent trend for movement of
additional, newer vessels from the Indian Ocean into the Atlantic, with a corresponding
increase in fishing mortality should therefore be monitored closely to avoid adverse impacts
on stock status, a recommendation that is also endorsed by the STECF.

Bigeye

Bigeye tuna are distributed throughout the Atlantic Ocean between 50°N and 45°S, but not in
the Mediterranean Sea. This species swims at deeper depths than other tropical tuna species
and exhibits extensive vertical movements. Spawning takes place in tropical waters when the
environment is favourable and juvenile fish tend to diffuse from nursery areas in tropical
waters into temperate waters as they grow larger. Catch information from surface gears
indicate that the Gulf of Guinea is a major nursery ground for this species. Young fish form
schools mostly mixed with other tunas such as yellowfin and skipjack. These schools are
often associated with drifting objects, whale sharks and sea-mounts. This association appears
to weaken as the bigeye grows larger. A single Atlantic-wide stock is assumed for the
purpose of stock assessment.
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Figure 9: Geographic distribution of bigeye catch by major gears during the period
2000-2006

Source: ICCAT

The stock has been exploited by three major gears (longline, baitboat and purse seine
fisheries) and by many countries throughout its range of distribution. The size of fish caught
varies among fisheries; medium to large for the longline fishery, small to large for the directed
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baitboat fishery and small for other baitboat and for purse seine fisheries. The main purse
seine fisheries are off the coasts of Ghana and Cote d’lvoire. Only relatively small catches are
reported for the ICCAT square in which Cape Verde is located (Figure 9).

Figure 10 shows the catch trends for this species. After the historic high catch in 1994
(132,000 tonnes) all major fisheries for this species exhibited a decline of catch. Bigeye
catches declined to 65,873 tonnes in 2006 and provisional estimate for 2008 is 69,821
tonnes. These reductions in catch are related to declines in fishing fleet size (purse seine and
longline) as well as decline in CPUE (longline and baitboat). However, in 2007 and 2008 an
increase in the number of tropical purse seiners has been observed and this trend continued
in 2009.

Bigeye tuna is of commercial interest for longliners supplying the Asian sashimi market.
Since the early 1980s it has been the target of illegal, unreported and unregulated (IUU)
longliners flying flags of convenience. IUU longline catches of this species were estimated at
25,000 tonnes in 1998 but have since declined reflecting improved reporting and reductions in
the number of IUU boats flying flags of convenience. Nevertheless, the SCRS Committee of
ICCAT continues to remain concerned that IUU bigeye catches may continue to be
significantly under-estimated.

The stock assessment of bigeye tuna indicates that the stock declined rapidly during the
1990s due to the large catches taken in that period. Recently stock size appears to have
stabilized. Catches in 2008 (provisional data) were about 70,000 tonnes, which is within the
estimated sustainable range for MSY of 68,000 to 99,000 tonnes (Figure 10). This implies that
the bigeye stock is exploited sustainably. However the SCRS Committee points out that this is
conditional on the veracity of the reported and estimated history of catch for bigeye in the
Atlantic. There is concern that unreported catches from the Atlantic might have been, and
continue to be, poorly estimated. However, available statistical data collection mechanisms
are insufficient to fully investigate this possibility (due to for example undeclared landings and
fish laundering).
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Figure 10: Estimated annual catch (t) of bigeye tuna by fishing gear (1950-2007)

Source: ICCAT

There are several management measures in place in order to limit the fishing mortality of
bigeye tuna. There are limits on the number of fishing vessels that may carry out a directed
fishery for bigeye, where the upper limit is the average number of vessels in 1991/1992 larger
than 24m LOA (Rec. 98-03). In the case of bigeye, this refers to longline fleets primarily but
there are also limitations on total allowable catch as well as on the number of purse seiners
allowed to operate by some distant-water fishing nations (Rec. 04-01; Rec. 09-01).

Furthermore, there is a specific seasonal/area closure that applies to the surface fishery,
including purse seiners and baitboats, which concerns the area encompassed by 0°-5°N and
10°-20°W during November (Rec. 04-01). This seasonal/area closure is much smaller in time
and surface compared to a previous moratorium which was in effect during the period 1999 to
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2005 (Rec. 99-01). Thus the current regulation is considered to be less effective in reducing
the catches of juvenile bigeye (i.e. the main objective of the regulation), but on the other hand,
the decreases in the associated catches of skipjack and yellowfin tuna are not as large. As
current catches appear to be below the maximum sustainable yield (MSY), such a reduced
effectiveness does not appear to be of concern, but the bigeye situation should be monitored
carefully, considering recent increases in purse seine effort as well as the extent of IUU
fishing. It is important to note that this seasonal/area closure does not affect the Cape Verde
area, as it lies to the south.

Swordfish

Swordfish (Xiphias gladius) is distributed widely in the Atlantic Ocean and Mediterranean Sea
(Figure 11). It spawns mostly in the western warm tropical and subtropical waters throughout
the year, and is also found in the colder temperate waters during summer and fall months.
Young swordfish grow very rapidly, reaching about 140 cm LJFL (lower-jaw fork length) by
age three, but grow slowly thereafter. Females grow faster than males and reach a larger
maximum size. Tagging studies have shown that some swordfish can live up to 15 years.
Swordfish are difficult to age, but about 50% of females were considered to be mature by age
five, at a length of about 180 cm. However, the most recent information indicates a smaller
length and lower age at maturity.

In the ICCAT convention area the management units of swordfish for assessment purposes
are a separate Mediterranean group and North and South Atlantic groups separated at 5°N, a
structure which is supported by recent genetic analyses. Catches in Cape Verde waters are
considered to be from the Northern stock. However, the precise boundaries between stocks
are uncertain and mixing is expected to be highest at the boundary in the tropical zone.

Catch trends are shown in Figure 12. The total Atlantic estimated catch of swordfish (North
and South including reported dead discards) in 2008 (21,859 tonnes) represented a
significant decline from that in 2007 (27,941 tonnes).

In the North Atlantic estimated catch has averaged about 11,332 tonnes per year during the
past decade. The catch in 2008 (10,752 tonnes) represents a 53% decrease since the 1987
peak in North Atlantic landings (20,236 tonnes). These reduced landings have been attributed
to ICCAT regulatory recommendations and shifts in fleet distributions, including the
movement of some vessels some years to the South Atlantic or out of the Atlantic. In addition,
some fleets, including at least from the United States, Spain, Portugal and Canada, have
changed operating procedures to opportunistically target tuna and/or sharks, taking
advantage of market conditions and higher relative catch rates of these species previously
considered as by-catch in some fleets.
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Figure 11: Geographic distribution of swordfish catch by major gears during the period
2000-2006

Source: ICCAT

Stock assessment of the North Atlantic swordfish stock was carried out in 2009, using
complementary. Results estimate that stock biomass is at healthy level and that fishing
mortality is below maximum sustainable levels, thus indicating the stock is exploited
sustainably. There are however concerns about the availability and consistency of data as
well as possible unreported discards, which may limit the reliability of assessment results
(SCRS, STECF).

Furthermore according to the SCRS of ICCAT, the results suggest that there is greater than
50% probability that the stock is at or above Bysy (Minimum sustainable level of biomass).
Thus the Commission’s stock rebuilding objective (Rec. 06-02) of maintaining the stock at a
level that could produce MSY, with greater than 50% probability, has been achieved. A TAC
of 13,000 t is recommended in order to maintain the stock at sustainable levels (with a
probability of 75%). Rec. 09-02 adopts a TAC of 13,700 t in 2010 which is consistent with the
assessment results and recommendations of the SCRS (see also Table 7. The allocation to
the European Union is specified as 52.42% (7,181 tonnes; see Rec. 06-02).
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Figure 12: Swordfish reported catches (t) for North and South Atlantic for (1950-2008)
and the corresponding TAC.

Source: ICCAT
Sharks

A great variety of shark species are found within the ICCAT Convention area from coastal to
oceanic species. Biological strategies of these sharks are very diverse and are adapted to the
needs within their respective ecosystems. To date, ICCAT has prioritized the biological study
and assessment of the major sharks of the epipelagic system as these species are more
susceptible to being caught as by-catch by oceanic fleets targeting tuna and tuna-like
species. It should however be noted that some surface longline fleets have increasingly
targeted pelagic sharks, with the result that blue shark and shortfin mako dominate the shark
catches of these fleets.

Blue shark and shortfin mako show a wide geographical distribution, most often between
50°N and 50°S latitude. These species have an ovoviviparous® reproductive strategy, which
increases the probability of survival of their young, with litters from only a few individuals in
the case of shortfin mako to about 40 pups in the case of blue shark. Their growth rates differ
between sexes and among species. Females often reach first maturity at a large size. A
characteristic of these species is usually their tendency to segregate temporally and spatially
by size and sex, according to their respective processes of feeding, mating-reproduction,
gestation and birth. Numerous aspects of the biology of these species are still poorly
understood or completely unknown, particularly for some regions, which contributes to
increased uncertainty in quantitative and qualitative assessments.

Given that catch reports to ICCAT are incomplete, the SRCS Committee attempted to
develop a more accurate estimate of shark mortality and capture related to the Atlantic large
pelagic fleets on the basis of the expected proportions among tunas and sharks and in the
landings of these fleets, as well as using shark fin trade data. These information sets were
used to reconstruct plausible estimates of historic catches used in blue shark and shortfin
mako assessments in 2008 and these are shown in Figure 13. Note that this reconstruction of
catch series tends to indicate that actual catches are roughly double of reported catches. On

® Ovoviviparous refers to giving birth to live young, where the embryos are nourished by an egg yolk inside the body
of the mother (i.e. not a placenta as in mammals).
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this basis the provisional catch data for 2008 of 30,545 tonnes of blue shark (North) and
3,372 tonnes of shortfin mako shark (North) should be considered a minimum.

The SCRS Committee assessed blue and shortfin mako sharks in 2008 assuming the
existence of three separate stocks; North, South and Mediterranean. The assessment results
presented high levels of uncertainty due to data limitations. Although the quantity and quality
of the data available (e.g. historical catches and CPUE information) to conduct stock
assessments have improved, these are still considered to be rather uninformative and do not
provide a consistent signal to inform the assessment.
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Figure 13: Blue shark and shortfin mako catches reported to ICCAT and estimated by
the SCRS Committee.

Source: ICCAT

For both North and South Atlantic blue shark stocks the level of biomass is believed to be at
healthy levels and fishing pressure is believed to be moderate (based on estimates of fishing
mortality). There is no evidence that fishing has resulted in depletion of stocks, but it is
important to state that there is considerable uncertainty in the assessments. STECF points
out that blue shark is subject to the UN Agreement on Highly Migratory Stocks and that the
IUCN has classified this species as “Near Threatened Globally” in 2007.

In relation to the North Atlantic stock of shortfin mako, the results on stock status were much
more variable than for blue shark. There was high uncertainty on whether the current estimate
of stock biomass was above or below the biomass that would support MSY. STECF points
out that the IUCN has listed shortfin mako as “Vulnerable” in 2007 (for the Atlantic) and that it
is listed in the Barcelona Convention (App. ll) and in the Bern Convention (App. 111)

The SCRS Committee recommends that countries initiate research projects to investigate
means to minimize by-catch and discard mortality of sharks in fisheries for tuna and tuna-like
species (note that shark-finning is prohibited; Rec. 04-10). It recommends that management
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measures and data collection should be harmonized among all relevant RFMOs and ICCAT
should facilitate appropriate communication. This would also allow for more reliable results
from stock assessment and to determine the possible impacts due to the different fisheries,
as indicated by the STECF.

Summary of stock status and management recommendations

Table 7 overleaf gives a summary of the preceding sections, describing the stock status,
catch data and management recommendations for each of the migratory species subject to
the EC-Cape Verde FPA.
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Table 7: Current status of relevant stocks and ICCAT management measures in place

Stock Time of latest Estimated Current Yield / status Management measures in place / comments
MSY Unit: tonnes
ICCAT . . (provisional data for
assessment Unit: 2008)
tonnes
Yellowfin tuna | 2008 (2012) 124,000 - 107,859 Effective fishing effort not to exceed 1992 level (Rec. 93-04);
152,500 ) ) according to stock assessment results this level, measured in fishing
(exploited sustainably) mortality, may have now been reached due to movement of vessels
into the Atlantic from the Indian Ocean
Season/area closure of surface fishing in 0° - 5°N. 10° - 20°W.
effective from 2005 (Rec. 04-01); measure intended to protect bigeye
juveniles primarily (see bigeye)
Bigeye tuna 2007(2010) 68,000 — 69,821 TAC of 85,000 tonnes in 2010 (Rec. 09-01); EU: 31,200t (for ESP,
99,000 ) FRA, PRT); Council Reg. EC 23/2010
(fully exploited)
Limits on numbers of fishing vessels less than the average of 1991
and 1992 (larger than 24m LOA and specific to GRT)
Specific limits on number of longline boats; China (45). Chinese
Taipei (98 + 7 in 2010 & 2011). Philippines (8 + 2 in 2010 & 2011);
Specific limits on number of purse seine boats for Panama (3)
No purse seine and baitboat fishing during November in the area
encompassed by 0° - 5°N. 10° - 20°W
(Rec. 98-03, 04-01, 06-01, 08-01, 09-01) (Council Reg. EC 520/2007)
Skipjack tuna | 2008 (2012) 143,000 - 127,000 Season/area closure of surface fishing in 0° - 5°N. 10° - 20°W.
(eastern stock) 170,000 effective from 2005 (Rec. 04-01); measure intended to protect bigeye

(exploited sustainably)

juveniles primarily;
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Stock Time of latest Estimated Current Yield / status Management measures in place / comments
MSY Unit: tonnes
ICCAT , (provisional data for
assessment * unit: 2008)
tonnes

Swordfish 2009 (2012) 13,020 - 10,752 Total TAC: 13,700 tonnes in 2010 (Rec. 09-02); EC: 8,635.7 t (for

(North 14,182 ) ) ESP & PRT); Council Reg. EC 23/2010

Atlantic) (exploited sustainably)
Minimum size limit of 125 cm (15% tolerance) or 119 cm (zero
tolerance) LJFL (lower jaw fork length) (Rec. 06-02) (Council Reg. EC
520/2007)

Blue shark | 2008 (2012) Not 30,545 (deficient Rec. 04-10 prohibiting “shark-finning” (max. 5% fins to total shark

(North Atlantic determined reporting) catch weight onboard) (Council Reg. EC 1185/2003)

(possibly sustainable but No limits on fishing pressure (fishing mortality estimated to be rather
high uncertainty) low)

Shortfin mako | 2008 (2012) Not | 3,372 (deficient reporting) No limits on fishing pressure (possibly over-exploited but assessment

(North determined ) , highly uncertain)

Atlantic) (high uncertainty on

status)

Rec. 04-10 prohibiting “shark-finning” (max. 5% fins to total shark
catch weight onboard) (Council Reg. EC 1185/2003)

* year in brackets indicates when the next stock assessment is expected to take place. Source: ICCAT
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2.1.4 Ecosystem considerations

ICCAT is becoming increasingly concerned regarding the impact of fishing on the environment. The
Working Group on the Future of ICCAT is taking into consideration the amendment of the ICCAT
Convention by including the ecosystem considerations such as for example by-catch impacts.
Discussions are ongoing to identify a range of goals for the Convention area ecosystem components:
the need for models which incorporate best knowledge of ecosystem dynamics and account for the
identified goals; to identify critical data gaps and ecological processes; and guide research and data
collection needed for testing and implementation of ecosystem-based fisheries management.

The following summarises some recent research efforts and findings relevant to Cape Verde fisheries.
Discards

Discards are generally considered a waste of fish resources and inconsistent with responsible
fisheries. Various UN resolutions and international instruments on fisheries make reference to
monitoring bycatch and discards, and reviewing the impact of bycatch and discards on the sustainable
use of living resources.

The most comprehensive review of discards in fisheries for tuna and highly migratory species was
undertaken by an FAO study in 2005'. This presented estimates of discard rates (defined as % of
total catch discarded) for several important types of fisheries:

Longline: discard rate 22% consisting mainly of blue shark and other sharks, damaged fish, albatross,
petrels and other seabirds, and it is assumed that most small tunas are also discarded. Note that the
European SLL fleet is actually targeting blue and mako sharks (apart from swordfish) which would
imply lower discarding rates for this fleet.

Baitboat (or Pole-and-line): discard rate of 0.1%, can thus be considered a very clean fishery.

Purse seine: discard rate of 4.85% (4.1 for the Atlantic) consisting of undersized target species, non-
commecial tunas, sharks, rainbow runner, dolphinfish, triggerfish, billfish and mantas. A recent study
of by-catch and discards presented new estimations of discards as well as characteristics for several
species groups for the European purse seine tuna fishery operating in the Atlantic Ocean for the
period 2003-2007. This was carried out in the context of the French and Spanish observer programs.
Mean annual total tuna discards and by-catch were estimated to be about 6,000 tonnes,
corresponding to a mean annual value of 76.3 tonnes per 1,000 tonnes of tuna landed. Tuna discards
represents 83 % (63.5 tonnes/1,000 tonnes) of the total amount, followed by finfishes (10 %; 7.8
tonnes/1,000 tonnes), billfishes (4 %; 3.2 tonnes/1,000 tonnes) and sharks (1 %; 0.9 tonnes/1,000
tonnes). The rather high level of tuna discards appears to be due to a significant increase in the
proportion of small skipjack (so-called “faux poisson”) in the catch. In 2009, French observers
estimated the proportion of small fish (average size 37 cm FL) to be 235 tonnes/1,000 tonnes of
skipjack landed.

Sharks

ICCAT has considered the impacts of by-catches of shark species, since these species generally
exhibit low productivity and even low by-catches may have a detrimental effect. The quality and
quantity of data has been improving to the point where Ecological Risk Assessments (ERA) have been
carried out for eleven priority species of sharks (including blue shark and shortfin mako) caught in
ICCAT fisheries. The results demonstrated that most Atlantic pelagic sharks have exceptionally limited
biological productivity and, as such, can be overfished even at very low levels of fishing mortality.
Specifically, the analyses indicated that bigeye threshers, longfin makos and shortfin makos have the
highest vulnerability (and lowest biological productivity) of the shark species examined (with bigeye
thresher being substantially less productive than the other species). All species considered in the
ERA, particularly smooth hammerhead, longfin mako, bigeye thresher and crocodile sharks are in

1% Kelleher, K. 2005. Discards in the world’s marine fisheries. An update. FAO Fisheries Technical Paper. No. 470. 131p.
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need of improved biological data to evaluate their biological productivity more accurately and thus
specific research projects should be supported to that end.

Several measures have therefore been adopted by ICCAT for the conservation of sharks caught in
association ICCAT managed fisheries. This includes obligations and recommendations related to
catch reporting, biological data collection, research efforts, prohibiting shark-finning, and identifying
blue shark and shrotfin mako shark as priority species for stock assessment (Rec. 04-10, 05-05, 06-
10). Rec. 07-05 futher identifies porbeagle (Lamna nasus) for the purposes of data collection and
stock assessment as well as the need to reduce fishing mortality. Rec. 09-07 prohibits the sale of
bigeye thresher sharks (Alopias superciliosus) thus limiting any directed fishery and the requirement to
release unharmed any incidentally caught individuals (when practicable) as well as the specification of
thresher sharks (Alopias spp.) for data collection purposes.

A related effort is the recent European Union Action Plan for the Conservation and Management of
Sharks (2009)", which has three specific objectives: a) to broaden the knowledge both on shark
fisheries and shark species and their role in the ecosystem, b) to ensure that directed fisheries for
shark are sustainable and that by-catches of shark resulting from other fisheries are properly
regulated, and c) to encourage a coherent approach between the internal and external EU policy for
sharks.

It should also be noted that a Sub-regional Plan of Action for sharks formulated in 2001 by a number
of African countries including Cape Verde, Gambia, Guinea, Guinea Bissau, Mauritania, S8o0 Tomé
and Principe and Senegal *. A project has been supporting its implementation (2004-2011), hosted by
the Sub-Regional Fisheries Commission (CSRP) for West Africa, with funding from Dutch Cooperation
and the Luc Hoffmann Foundation (MAVA). Implementation appears to be weak which is also linked to
inadequate funding.

Seabirds

The seabird assessments conducted indicate that ICCAT fisheries have measurable impacts on
populations of seabirds in the Convention area, including some species of seabirds that are
threatened with extinction. There are various species, primarily albatrosses (Phoebetria spp.),
shearwaters (Puffinus spp.) and petrels (Pterodroma spp.), which are threatened according to IUCN
criteria and susceptible to by-catch from ICCAT fisheries because of their behaviour'* Assessments
conducted indicate that minimizing seabird mortality in the ICCAT fisheries would result in
improvement in future seabird population status. Lessons from ICCAT areas where seabird by-catch
was formerly high but has been reduced show clearly that there is no single measure that can
sufficiently reduce seabird by-catch. It is important to employ, simultaneously, a suite of measures.
There are concerns particularly in relation to the southern hemisphere (south of 20°S).

ICCAT's Sub-Committee on Ecosystems has not been able to demonstrate evidence that there are
significant seabird interactions with Contracting Parties’ national pelagic longline fisheries. Preliminary
estimates indicate by-catches of below 10,000 seabirds per year over a study period of three years;
2003-2005'. However, as a precautionary measure, it has advised that Contracting Parties should
use tori lines'® in combination with at least one other effective bycatch mitigation measure throughout
the Convention area (adopted in ICCAT Rec. 07-07 for areas south of 20°S). These measures should
be applied until such time that more information becomes available on the impacts of by-catch levels
on seabird populations.

' Communication From The Commission To The European Parliament And The Council, On a European Community Action
Plan for the Conservation and Management of Sharks, COM(2009) 40 final, Commission Of The European Communities,
Brussels, 5.2.2009

2 |JUCN 2002. Report on Implementation of the International Plan of Action for Sharks (IPOA — Sharks): paper submitted for
discussion at the 18", CITES Animals Committee meeting, Costa Rica, 8-12 April, 2002. IUCN Species Survival Commissions
Shark Specialist Group (SSG) and TRAFFIC

'3 Report of the 2007 Inter-sessional meeting of the sub-committee on ecosystem. ICCAT SCRS/2007/010

* Klaer, N.L., Black, A., Howgate, E. 2009. Preliminary estimates of total seabird by-catch by ICCAT fisheries in recent years.
SCRS/2008/031

'3 A tori line is a bird-scaring device towed behind the vessel, usually attached from a high point at the stern and consisting of a
backbone from which streamers hang down at regualr intervals.
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A recent effort in this context is the consultation paper presented by the European Commission on an
"EU Action Plan for Reducing Incidental Catches of Seabirds in Fishing Gears”. This is currently under
consultation until 9 August 2010"°. Following the good example set by CCAMLR in reducing incidental
catches of seabirds in the southern seas, a series of relatively simple techniques are proposed as
“best practices” which are expected to measurable positive impacts but not entail significant
investments or impacts on catch rates of target species (concerns mainly longlines and gillnets).

Turtles

Another matter of growing concern is about the numbers of turtles being caught in longline fisheries
and the impact this might have on their populations worldwide. All species of marine turtles are
protected reptiles and are considered to be endangered or threatened. Depending on geographic
region, the two species most commonly caught in longlines are loggerhead turtles (Caretta caretta)
and leatherback turtles (Dermochelys coriacea). In the Atlantic most work has been carried out in the
western North Atlantic. Efforts in the eastern Atlantic appear to have been limited although studies
indicate that high catch rates of turtles are observed (about 1 individual per 1,000 hooks set according
to Carranza et al. 2006""). Considering that the area around Cape Verde is an area of particularly
intensive fishing effort by longline, ranging from 2 to 10 million set hooks per 5°x5° degree square
(Figure 14), this could potentially be a serious threat. Note however that it is important to distinguish
between surface longlines and deep set longlines, where the former are known to have higher
incidental catches of turtle species. Also, these estimates of incidental catch (mortality) are contested
on the grounds of not being generally applicable (i.e. localised and sporadic studies) and that the
release of caught turtles is common procedure among longliners®®.

In contrast, bycatches of turtles in the purse seine fishery are very low (i.e. about 0.1 tonnes estimated
from 7 observer trips) but as these species are generally threatened it is a matter for concern.
However, it is standard practice to release the turtles back to sea if they are still alive'®. No study could
be found on possible turtle bycatches in the baitboat fisheries, including both EU and 