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Summary

LDC indicators meet the graduation criteria with large margins in 2021, 50 per cent above income
threshold, 35 per cent above HAI threshold, and 20 per cent below the EVI threshold. Productive capacity
is still limited, similar to the average LDCs. The economic growth, which had been slowing down prior to
the Covid-19 pandemic, was affected heavily by the pandemic. The country is considered to be in debt
distress, with the external public debt estimated at 74 per cent of GDP in 2020. On the fiscal side, the
government has also registered a continuous deficit for several years. In view of responding to the impacts
of the COVID-19, fiscal balance and debt issues need a close monitoring in 2021.

Macroeconomic situation

Sao Tomé and Principe is characterized as a small island developing country and a fragile economy, with
a population of about 200 thousand people. As many other small and insular states, Sd&o Tomé and
Principe is highly vulnerable to external shocks and face structural obstacles to enjoy scale benefits in
their main productions, as well as to diversify their economy. Government expenditure has been a main
engine of the economy, supported by external aid and borrowing.

The economy is mainly linked to the production of cocoa beans and the tourism sector. Cocoa export
represents over 70 per cent of merchandize exports, mainly destined to Ethiopia, New Zeeland, and the
European Union. The tourism sector accounts for 20 per cent of GDP and 74 per cent of overall exports.

Figure 1. GDP growth as percentage change from 2010 to 2022

Source: IMF, WEO.

GDP growth has been slowing down from 4.2 per cent since 2016 to 3 per cent in 2019 (by DESA estimate,
see table 1). The economic difficulties were aggravated with the Covid-19 pandemic, leading to a
projected negative GDP growth of 6.5 per cent in 2020 (IMF data, see Figure 1). The main factor is the
sudden standstill of the tourism sector since mid-March, besides a significant reduction in foreign-
financed projects.



Table 1. Selected macroeconomic data for S&o Tomé and Principe, 2014-2019
Indicator 2014 2015 2016 2017 2018 2019







Table 3. Productive Capacity Index, Selected Countries, 2018 value

Country PCI Energy | Human | ICT Institutions | Natural | Private | Structural | Transport
capital capital | sector | change

Angola 14.5 34.1 23.8 5.0 30.2 48.1 57.6 21.5 0.3

Bhutan 28.5 49.7 37.9 13.8 62.4 43.7 72.0 35.3 2.4

Equatorial 18.0 25.1 24.4 8.0 22.3 37.9 64.8 31.7 1.3

Guinea

Samoa 29.1 39.9 37.4 10.5 66.3 324 81.9 39.2




to prepare the transition strategy. However, the Government has not submitted a report on the
preparations of the transition st



