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Guinea-Bissau
Economic growth in 2011 reached 5.1% but the expected fall in exports of cashew nuts will have a
negative effect on the economy in 2012 and 2013.

Attempts to stabilise the economy continue through better fiscal revenue recovery and control of spending
on wages, goods and services.

Unemployment affects about 30% of the nation's young people. Political instability, a weak economy and a
mismatch between training and the country's economic needs are making the situation worse.

Overview

Guinea Bissau produced a strong economic performance in 2011. Growth in gross domestic product (GDP) rose
to 5.1% from 3.5% in 2010, helped by exports, particularly of cashew nuts. Exports of the latter accounted for
81% of all exports in 2009/10 and reached 90% in 2011, thanks to an exceptional harvest. But the debt crisis in
Europe is expected to lead to a drop in world prices for the nuts and, consequently, growth should fall to 4.6%
in 2012, rising to 4.9% in 2013.

Inflation rose to 4.6% because of a rise in import prices but should drop back in 2013 to beneath the 3% norm
fixed by the West African Economic and Monetary Union (WAEMU). The budget deficit deepened to 1.6% of
GDP. Efforts to control spending and improve revenue recovery should lead to a recovery in 2013 to a deficit of
0.2%. The current account deficit improved in 2011 to amount to 6.7% of GDP but should  increase by at least
1% of GDP in 2012 and 2013.

On the political front, the coup d'état of 12 April 2012, which took place between the two rounds of the
presidential election, plunged the country into serious turmoil. President Malam Bacai Sanha had died on 9
January 2012 and Raimundo Pereira, the speaker of the parliament, was due to act as head of state until
elections were organised. But former prime minister and presidential candidate Carlos Gomez Junior, who was
the favourite following the first round of voting, had said he planned to reform the armed forces. To anticipate
and prevent the announced reform, a military junta seized power and halted the election. If the economic and
financial sanctions envisaged by the Economic Community of West African States (ECOWAS) are implemented
they will have a substantial effect on the country's economy.

There is no proper system of counting the number of unemployed, so little confidence can be placed in existing
statistics. But such data as is available suggests that the rate of joblessness among those aged under 30 is of the
order of 30%. A number of factors have contributed to this state of affairs: political instability, the fragility of the
economy and  the absence of job creation in the public, agricultural and service sectors. The government is
working, with the help of several donors, to cut the high level of unemployment by implementing appropriate
policies. A world fund for the creation of jobs in fragile states affected by combat is currently in pilot phase.
Experience of the social reintegration of former fighters in Guinea Bissau  and five other post-conflict states will
act as a basis for its creation.
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Figure 1: Real GDP growth (Western)

Figures for 2010 are estimates; for 2011 and later are projections.

Table 1: Macroeconomic Indicators

 2010 2011 2012 2013

Real GDP growth 3.5 5.1 4.6 4.9

Real GDP per capita growth 1.4 3 2.5 2.8

CPI inflation 2.2 4.6 3.4 1.9

Budget balance % GDP -0.2 -1.6 -0.2 -1.2

Current account % GDP -7.6 -6.7 -7.7 -7.9

Figures for 2010 are estimates; for 2011 and later are projections.
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Recent Developments & Prospects

Table 2: GDP by Sector (percentage of GDP)

 2006 2011

Agriculture, forestry, fishing & hunting 43.6 40.3

Mining and quarrying 0 0

of which oil - -

Manufacturing 12.4 10.7

Electricity, gas and water 0.5 0.4

Construction 0.9 1.4

Wholesale and retail trade, hotels and restaurants 20.8 19.3

of which hotels and restaurants - -

Transport, storage and communication 4.7 5.2

Finance, real estate and business services 0.2 8.4

Financial intermediation, real estate services, business and other service activities - -

General government services 11.1 10

Public administration & defence; social security, education, health & social work - -

Public administration, education, health - -

Public administration, education, health & other social & personal services - -

Other community, social & personal service activities - -

Other services 5.8 4.2

Gross domestic product at basic prices / factor cost 100 100

Figures for 2010 are estimates; for 2011 and later are projections.

The country's economy is essentially based on the exploitation of its natural resources. Agriculture, forestry,
fishing and livestock accounted for 40.3% of GDP in 2010. They were followed by commerce with 19.3% and
public administration and manufacturing with about 10% each.

Guinea Bissau has considerable economic potential thanks to its natural wealth and the under-exploitation of
some sectors. If tourism were to be developed, jobs for the young would be created, particularly for women.
Agriculture, fisheries, mining and horticulture contribute a substantial share of GDP but could be better
exploited and made more profitable. The country's  climate and soil make it possible to grow a wide range of
cash crops (cashew nuts, peanuts and cotton), fruit (mangos, bananas, citrus fruit, papaya, pineapple) and
vegetables and tubers (cassava and sweet potatoes). In addition, 300 000 hectares are suitable for rice
cultivation but inadequately developed, with the result that the country imports 50 000 to 65 000 tonnes of rice
a year. If agricultural production were better integrated and the business climate improved, increased added
value could be created through such activities as the processing of cashew nuts or the manufacture of fruit
juices. Fisheries also play an important part in the country's economy, representing 4% of GDP and providing
work for 120 000 people.

But there is little diversification in the economy, which depends overwhelmingly on exports of cashew nuts,
which accounted for 90% of exports in 2011 (compared with 81% in 2008/09) because of good rainfall and an
exceptional harvest. Of the XOF115.5 billion (CFA franc BEAC) worth of goods exported by Guinea Bissau,
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cashew nuts accounted for XOF 103.4 billion.

The economy grew by 5.1% in 2011, spurred by exports which contributed 14.4% to GDP formation. Europe's
debt problems and the economic consequences of the global crisis will lead to a fall in demand for cashew nuts
and in their price. From USD 1 350 a tonne, the price should drop to USD 1 360.6 a tonne in 2012 and
USD 1121.3 a tonne in 2013. Consequently, the share of exports in GDP will fall from 14.4% in 2011 to 13.9%
in 2012 and 13.7% in 2013. The contribution of exports to economic growth will drop accordingly from 3.7% in
2011  to ‑0.1% in 2012, then 1.6% in 2013. As a result, economic growth will fall back to 4.6% in 2012 before
picking up to 4.9% en 2013.

The agricultural sector is still the main employer in Guinea Bissau, providing 65% of jobs, and, so, a poorer
export performance in 2012 and 2013 could have a negative effect on employment. But the prospect of foreign
investment in the country's infrastructure, similar to that made in the construction of the deep water port at
Buba in the south of the country, and the job opportunities it might represent could mitigate this risk.

Efforts to diversify the economy faces a number of challenges. Repeated interference by the military hierarchy
in politics compromises part of the gains arising from the economic upturn that began in 2007.  It also hinders
the democratic process, contributes to political instability and could even call into question the reforms
envisaged in the framework of the National Poverty Reduction Strategy Paper (NPRSP) . The weakness of
institutional capacity, the insufficient diversification of the economy and its vulnerability to shocks, the
inadequacies of infrastructure, particularly in the energy field, and the ineffectiveness of public financial
management also need to be addressed.

Other major challenges include rationalising execution and monitoring of the budget and strengthening revenue
generation. With regard to this latter task, there is a need for strict enforcement of tax and customs regulations,
a broadening of the tax base, notably through integration of land and property taxes, and rationalision and
supervision of customs and tax exemptions. The aim is also to improve revenue security though centralising
payments at the directorate general of taxes and contributions (DGCI) and to find a method for introducing
value added tax (VAT) speedily. On the expenditure side, the aim is to improve internal monitoring, including
coverage of the link between expenditure and the quality of the service provided, and the external control
exercised by the Court of Auditors.
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Macroeconomic Policy

Fiscal Policy
The restrictive fiscal policy followed in 2010 and 2010 improved revenue generation, while at the same time
limiting the wage bill and spending on goods and services. With the steps taken to modernise tax
administration, tax revenues rose from 7.9% of GDP in 2010 to 8.2% in 2011. While the country is still in the
process of implementing these reforms, with the aid of donors, including the African Development Bank (AfDB)
and the International Monetary Fund (IMF), the tax burden will stabilise at 8.2% of GDP in 2012 and 8.1% in
2013. The policy of controlling spending led the government to shrink the proportion of the wage bill in GDP
from 4.9% in 2010 to 4.6% in 2011. It will stay at that level in 2012 before rising to 4.7% in 2013. With the
simultaneous control of non-wage spending, in particular expenditure on goods and services, which stabilised at
2.2% of GDP in 2011 and will rise to 2.3% in 2013, the government will cover an increasingly large part of its
expenditure through internal revenues.  This indicates a growing capacity to absorb external shocks.

Guinea Bissau's membership of the CFA franc zone encourages it to follow the restrictive fiscal policy and the
convergence policy of the WAEMU. The primary balance nevertheless showed a slight deterioration in 2011
when it finished on a deficit representing 1.5% of GDP.  This was the result of spending after the debt
completion point in December 2010, notably on the settlement of debts to the private sector, operating costs,
office equipment purchases and other expenditure aimed at improving the productivity of public service
managers.  Primary balance deficit levels are forecast to stay around zero, with 0.1% forecast in 2012 and 0.7%
in 2013.

The 2011 budget was in line with the government's medium-term priorities as laid down in NPRSP II (2011-
2015), priority being given, notably, to policies aimed at reducing povery.

Under the terms of the public finance management priority action plan, Guinea Bissau publishes quarterly
budget execution reports and provides accounting details of the State's financial operations. For the first time in
20 years, the government sent the Court of Auditors its annual accounts for the years 2009 and 2010. It has
undertaken to continue reforms in 2012 and 2013 with the support of donors including the AfDB.

Table 3: Public Finances (percentage of GDP)

 2003 2006 2007 2008 2009 2010 2011 2012 2013

Total revenue and grants 13 30.5 16.7 23.7 24.7 20.2 19.2 21.3 21.3

Tax revenue 4.4 11.2 5.7 5.5 6.7 7.9 8.2 8.2 8.1

Oil revenue - - - - - - - - -

Grants 5.3 11.5 8.2 14.5 15.7 9.6 8.2 10.3 10.4

Total expenditure and net lending (a) 19.2 39.9 22 24.5 21.1 20.4 20.8 21.5 22.5

Current expenditure 12.6 28.1 16.1 13.9 11.9 11.8 11.8 11.9 12.4

Excluding interest 10.1 25.1 14.4 12 11.5 11.6 11.6 11.8 11.9

Wages and salaries 5 12.4 6.6 5.4 5.2 4.9 4.6 4.6 4.7

Interest 2.5 3.0 1.7 1.9 0.5 0.2 0.1 0.1 0.5

Primary balance -3.6 -6.5 -3.7 1.1 4.1 0 -1.5 -0.1 -0.7

Overall balance -6.2 -9.5 -5.4 -0.8 3.6 -0.2 -1.6 -0.2 -1.2

Figures for 2010 are estimates; for 2011 and later are projections.

Monetary Policy
Monetary policy is determined at regional level by the Central Bank of West African States (CBWAS), as is the
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case for other members of the WAEMU. It operates a tight budgetary  policy and limits monetary financing of
the deficit and so membership helps price stability. Inflation ran at 4.6% in 2011, compared with 2.2% the year
before, because of the rise in the price of food imports. The effect of that rise should level out in 2012 which
should slow inflation. The government took steps to limit the cost of rice imports by deciding to invest in local
production with the help of the West African Development Bank (BOAD).

Economic Cooperation, Regional Integration & Trade
Trade policy  is circumscribed by the recommendations of the WAEMU which adopts a fairly liberal approach
with a tariff regime that is both predictable and transparent. Guinea Bissau applies the WAEMU's common
exterior tariff (TEC) to all imports. The TEC has four categories of duty with a maximum rate (excepting
tobacco and alcohol) of 20%. With the technical and financial partners (TFP) again engaged in its programme of
economic and security reform, the country is gearing up to combat corruption and the circulation of illegal and
dangerous goods. In addition the government abolished the reference price of sugar at the end of June 2011
and raised the reference price of diesel. An export duty of XOF 50 per kilogramme on cashew nuts was
introduced recently.

Exports made up 14.4% of GDP while imports accounted for 24.4%, resulting in a trade deficit of 10% in 2011.
This negative balance should deepen to 11% in 2012 and 10.9% in 2013 as a result of the expected drop in
exports referred to earlier (see Recent Economic Developments and Prospects) and a rise in imports. Exports
should fall to 13.9% in 2012 and 13.7% in 2013, while imports will rise to 24.9% in 2012 and 24.6% the
following year. In the same way, factor income and current transfers will fall from 8.2% of GDP in 2011 to 7.9%
in 2012 and 7.4% in 2013. As a result, the current account balance, which improved slightly to 6.7% of GDP in
2011, will fall back a percentage point to 7.7% in 2012 and to 7.9% in 2013.

Public aid is co-ordinated by the ministry of economics, planning and regional integration (MEPIR) in
collaboration with the foreign ministry (MAE). In addition, a public development aid co-ordination committee
was established to institutionalise existing practice and make optimal use of the external aid received. In August
2010, Guinea Bissau endorsed the Paris Declaration on Aid Effectiveness and, in December 2011 in Busan,
signed the New Deal on Engagement in Fragile States, the first of its kind to envisage promotion of sustainable
development in situations of conflict and fragility.

Co-ordination of budgetary support takes place in the budgetary support concertation framework (CCAB)
established in February 2009 whose members, namely the government and TFP, hold formal meetings every
quarter. New emerging countries partners such as China and India have have been assuming greater
importance in recent years and take part in some meetings as development partners.

The government's February 2011 report on co-operation and development, produced with the help of the
United Nations Development Programme (UNDP) and the African Development Bank (ADB) using disbursements
from 2007-09, found that multilateral aid represented 79% of the total and bilateral aid the rest. The main aid
providers were the European Union (36% of total aid), the United Nations (24%), the World Bank (12%),
Portugal (11%), Spain (10%), the ADB (4%) and the Global Fund to fight AIDS,tuberculosis and malaria (3%).
The report identifies nine chief sectors covered by donors: governance, infrastructure, education, health,
emergency aid, economic development, agriculture, the environment and budgetary aid.

In 2010, Angola announced that it was cancelling the estimated USD 39 million debt that Guinea Bissau owed it.
The president then in office, Malam Bacai Sanhá, announced to the country a "strategic" relationship with
Angola at the same time that that the Angolan foreign minister was telling the UN that his country was making a
USD 30 million contribution towards a reform of Guinea Bissau's security sector aimed at restructuring its armed
forces, police, judicial system and garrisons.

A last group of 350 trainee policemen left for training in Angola in December 2011. In October  2011, several
senior Angolan figures had visited Guinea Bissau as part of a delegation headed by the minister of geology,
mines and industry and including the secretary of state for external relations, the minister of agriculture, rural
development and fisheries, the secretary of state to the treasury and the deputy minister of social
communication. They announced budgetary support of USD 12 million and opened a USD 25 million credit line
for private sector financing. Angola also makes it presence felt through investment in the media and has a USD
500 million investment plan which includes the provision of a little more than USD 320 million for the building of
a deep water port at Buba in southern of Guinea Bissau. Some international partners are pleased to have
foreign troops in the country for the first time for some years. The bilateral agreement has not been made
public but the mission offers the civilian authorities de facto protection against the country's own military.
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Table 4: Current Account (percentage of GDP)

 2003 2006 2007 2008 2009 2010 2011 2012 2013

Trade balance -2.5 -16.6 -4.1 -8.4 -9.5 -8.4 -10 -11 -10.9

Exports of goods (f.o.b.) 13.4 17.6 10.6 15.2 14.3 14.5 14.4 13.9 13.7

Imports of goods (f.o.b.) 15.9 34.2 14.7 23.6 23.8 23 24.4 24.9 24.6

Services -6.5 -11.4 -6.7 -4.9 -4.8 -4.7 -4.4 -4.3 -4

Factor income -2.4 -1.8 -1.5 -1.7 -1.6 -1.5 -0.4 -0.4 -0.3

Current transfers 8.4 19.6 7 11.6 11.5 6.9 8.2 7.9 7.4

Current account balance -3 -10.2 -5.3 -3.4 -4.5 -7.6 -6.7 -7.7 -7.9

Figures for 2010 are estimates; for 2011 and later are projections.

Debt Policy
The present value of external debt in terms of export coverage fell from 134.6% at the end of 2010 to 50.4% in
2011, as a result of the country's reaching completion point in the HIPC initiative in December 2010. Forecasts
for 2012 and 2013 are for  coverage of 72.1% and 72.8% respectively. Analysis suggests the debt is sustainable
but, to keep it at this level, any further loans will have to be on a concessional basis, meaning that there will
have to be a substantial grant element. The nominal debt stock, arrears included, fell to 43.7% of GDP in 2011,
of which 17.5% is external and 26.2% domestic. This fall will continue in 2012 and 2013 to reach 42.1% and
39.8% of GDP respectively. Domestic debt will also decline from 24.3% of GDP in 2012 and 22.1% the following
year. The government will continue its policy of settling medium and long-term internal arrears dating from
before 1999 (3% of GDP) and from 2000-07 (18.4% of GDP). It has also drawn up an action plan to improve
debt management.  The country has technical help in the form of the SYGADE debt analysis and management
software of the United Nations Conference on Trade and Development (UNCTAD).

Figure 2: Stock of total external debt (percentage of GDP) and debt service (percentage of exports of
goods and services)

Figures for 2010 are estimates; for 2011 and later are projections.
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Economic & Political Governance

Private Sector
The WAEMU pursues a liberal development policy based on the principle of free competition.  Accordingly, it
offers total currency convertibility and imposes no restrictions on the transfer of profits, which means that there
are no real restrictions on investment in Guinea Bissau. Development of the private sector is nevertheless, held
back by uncertainty about the operating environment in the country, caused, notably, by political instability,
complex and lengthy administrative procedures and prohibitive company creation costs.

Advances have been made, thanks to the introduction in 2011 of a one-stop shop for business formalities
financed by the AfDB in co-operation with the UNDP and the World Bank. It has been operating satisfactorily
since May 2011. This progress has lifted the country to 176th place (out of 183) in the 2012 World Bank Doing
Business report, a rise of five places.

The country is committed to continuing reforms backed by all donors. These include adoption of a decree by the
government creating a private investment promotion agency to bring together all private sector administrative
structures, including the one-stop shop for business creation formalities mentioned above and the agency in
charge of public-private partnerships (PPP). Planned reforms also include adoption by the cabinet of draft PPP
legislation and the drawing up of a national diversification and economic transformation strategy based on two
main principles. The first involves the identification and development of promising sectors (for example,
fisheries and cashew nuts) on the basis of their contribution to boosting exports and their potential for growth
and job creation. The second involves the encouragement of investment through the development of better
infrastructures, notably via a policy in favour of multimodal transport.

Financial Sector
The financial system is made up of four banks, two insurance companies and around ten decentralised financing
companies (SFD). The stability of the sector is guaranteed by the supervision and monitoring performed by the
CBWAS which conducts the monetary and financial policy of the WAEMU and by the banking commission.
Supervision of the SFDs is also effected under WAEMU rules.

But the informal nature of the economy means that the banks have excessive liquidity. Very few businesses are
in a position to provide the documentation needed to obtain credit. Activities in the private sector do not meet
the criteria laid down by the banks, which have, as a result, few opportunities to lend to it.The real problem lies
in the ability of the banks to fulfil their function of helping businesses effectively with the aim of making them
profitable for investors. The sector's surplus liquidity is also evidence of inappropriate legal arrangements which
prevent easy access to lending and loan guarantees.

Access to financial services remains fairly limited but with competition between the four banks there has been a
slight improvement in access to credit. Even so private sector credit is still restricted, of the order of 10.4% of
GDP in 2011 compared with a WAEMU average of 16.1%. The level of private sector credit is expected to reach
10.7% of GDP. in 2012. In 2011 5 % of debts were bad compared with a WAEMU average of 7.6%. The low
rates of bad debts and private sector credit, compared with the country's neighbours, are evidence of the
caution displayed by the banks in the face of the shortcomings in the legal system.

Public Sector Management, Institutions & Reform
In theory, property rights are protected by existing legislation but the country lacks the means to strengthen
the mechanisms and institutions responsible for monitoring and policing application of the law. As part of its
programme of reform, with particular reference to reform of the security and defence sector via the
restructuring and professionalisation of the armed forces and police, the government is taking steps
progressively to improve public sector management and  strengthen institutions. These changes have the
support of Angola which has stepped up its participation by providing training and improving the living
conditions and infrastructure of the police and military.

The reform seeks, among other things, to reduce the 4,500-strong army personnel contingent and rebalance its
composition, which currently comprises 3 100 officers and only 1 400 other ranks. The government wants to cut
total numbers to 3 500 through retirement and demobilisation and to reduce the proportion of officers to 30%
of the total. A road-map endorsed by ECOWAS and the Community of Portuguese-Speaking States (CPLP),
provides for the departure of 2 500 members of the armed forces between 2012 and 2015.

There is a danger that the reform of the security and defence system could lead those leaving the armed forces
to resort to violence if they cannot find paid work. This risk will be reduced by the creation of a pension fund
planned as part of the financing of the retirement of former members of the armed forces. With the same aim,
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in June 2011, the United Nations Peacebuilding Fund, backed by among others the UNDP, the International
Labour Organization (ILO),the Food and Agriculture Organisation (FAO), UNICEF, the World Food Programme
(WFP) and UNESCO, set up a plan to support job and income creation among demobilised soldiers with the aim
of reintegrating them into working life.

Now that the completion point of the HIPC has been reached, priority in the field of economic management and
the fight against poverty is being given to strengthening public financial management, including the purging of
arrears, and the pursuit of structural reforms to develop the private sector with the goal of achieving greater
growth to creates jobs and reduce poverty. 

The public sector wage bill still accounts for almost 40% of current spending and, following a census of staff in
2011, the government adopted measures to cut employee numbers, improve qualification levels and
improve working conditions. The scheme involves compulsory retirement for the over-65s, the transfer of
redundant employees to the private sector and a revision of pay scales.

The government is required to answer to parliament. It is supposed to publish reports on budgetary execution
and submit its management accounts to the Court of Auditors which is responsible for inspecting them. In
reality, however, the culture of accountability is not widespread in the public service sector.

Civil society is involved in discussion about development issues and, in that capacity, has access to most publicly
available information. The non-governmental organisations (NGOs), associations,trade unions, grass-roots
organisations and various experts take part in consultations related to the national poverty reduction strategy
paper and its implementation, as well as to the major questions posed by the maintenance of peace and
consolidation of the State.

Natural Resource Management & Environment
Guinea Bissau is endowed with a rich biodiversity. It has enormous water resources and a wide variety of
wildlife and its forests are a perfect example of ecosystem diversity covering more than 2 million hectares. The
government is aware of the need to develop a legal and regulatory framework that will make possible the
exploitation of the economic potential of these resources while at the same time reducing to a minimum the risk
of environmental damage. Consequently, in 2011, the country adopted a series of legal measures. One, the
forest law passed on February 22 2011, seeks to prescribe a sustainable management of forest resources.
Another, a decree passed on 1 March 2011 updates the legal framework relating to protected areas, based on
the principle that natural biological resources must be used and exploited in a sustainable manner and with the
participation of the communities concerned. A ministerial circular of 1 March 2011 established an environmental
impact assessment group (EIAG) to review the consequences of large industrial and infrastructure projects.

Guinea Bissau already had a ministry of natural resources.  In 2009, however, with the help of the World Bank,
it set up a national environment institute (Institut national de l’environnement), followed by a biodiversity and
protected areas institute (Institut de la biodiversité et des aires protégées) which became operational in 2010. It
is also pursuing a campaign to make local communities more aware of the need to exploit natural resources
rationally. Legislation on climate change was endorsed at the start of 2011 by a working group jointly organised
by the government and the UNDP. The necessary action plans are being drawn up.

Political Context
Guinea Bissau is once again in serious political turmoil after the coup d'état by the military junta on 12 April
2012 between the two rounds of voting in the presidential election.

Incumbent president Malam Bacai Sanha died on 9 January and parliamentary speaker Raimundo Pereira took
over as acting head of state prior to the organisation of a new presidential election as provided for by the
constitution. The first round of voting took place in March 2012 and former prime minister Carlos Gomez Junior
emerged as the strong favourite to win the second round. He had committed himself, however, to reforming
the armed forces and cutting its manpower by two thirds as a means of achieving a significant reduction in state
spending.

The army was already in crisis and the prospect of a further weakening of its power prompted its leadership to
seize power. According to the government, Carlos Gomez Junior had already been the target of a previous
foiled coup attempt in December 2011.  The army has controlled the running of the country and the choice of
its political leadership for many years in Guinea Bissau. ECOWAS responded to the coup by imposing diplomatic,
economic and financial sanctions on the junta but the latter refused to negotiate. An embargo on the
exportation of cashew nuts could have a disastrous effect on the national economy.
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Social Context & Human Development

Building Human Resources
Low and fragile resource levels mean that health services fall short of what is needed, even if there have been
perceptible improvements in the infant mortality rate, currently 9.4 deathsd per 1 000 births, and the maternal
mortality rate, currently eight deaths per 1 000 live births.

In spite of budgetary constraints the government and its partners, are continuing to take the necessary
preventive and remedial measures to safeguard health and fight against AIDS, malaria and tuberculosis. These
efforts will continue in 2012 and 2013. Social and priority spending was estimated at XOF 12.2 billion in 2011
and should reach XOF 15.2 billion in 2012 and XOF 16.7 billion the following year.

In 2011, education and health accounted respectively for 11.8% and 5.3% of total budget expenditure. After
reaching the completion point of the HIPC Initiative, the government increased budgetary allocations in the
social sector, in particular to education, where the allocation rose 66% between 2009 and 2011. The quality of
the school system is still a major problem, however, given that only 48% of children enrolled in primary school
finish the cycle, while only 37% start secondary education and only 17% complete it.

Poverty Reduction, Social Protection & Labour
The absolute poverty rate rose from 64.7% in 2002 to 69.3% in 2010 as a result of budgetary constraints and a
reduction in the State's capacity to meet basic social spending needs. As indicated earlier, the 2011 budget was
based on the priorities set out in NPRSP II. Social spending has, accordingly, to stay within the limits of available
resources. As provided for by the public finance action plan, revenue recovery continued to improve in 2011,
with more money being recovered than projected. The tax burden, which currently stands at 8.2%, should
remain stable at that level in 2012 and 2013.

There is, in principle, a social protection system for public sector workers but, given the state's financial
problems and the system's run-down state, its operational effectiveness is still limited. The largest private sector
businesses also give access to social insurance system. The absence of social protection is not a major constraint,
however, in terms of labour market regulation.

The government has put in place a number of safety nets to help the poor. It has ratified Convention 182 of the
International Labour Organization (ILO) and is implementing it with the aid of UNICEF and other UN agencies.
The government recognises the importance of community participation in development and has put in place a
limited number of programmes in recent years with the support of its partners.

Gender Equality
The government has ratified most international declarations, conventions and resolutions relating to the
advancement and protection of women. The rate of enrolment of girls in schools has risen since 2003 and the
gender parity index increased from 0.76 in that year to 0.91 in 2010; but,  in secondary school,
the representation of girls is markedly less as a result of the higher tendency among girls to repeat their school
years or drop out of school.  The drop-out rate among girls stands at 57%, compared to 46% for boys, levels
which raise the prospect of a return to illiteracy.

While 51.9% of women are regarded as economically active, they work chiefly in the informal sector and in
subsistence agriculture (71%), sectors which generate little income. Their concentration in this type of activity is
largely due to low literacy rates and poor education of girls. In 2010, the literacy rate among women aged over
15 was 35.9% nationwide, compared to 52% for men, but only 15.6% in the countryside.

The law gives men and women equal rights but the situation of women remains worrying. They occupy only
25% of jobs in public administration and 10% of elected political positions as members of parliament and
ministers. The banning of female genital excision in May 2011 was a major step forward for women. A text
defining a national policy for gender equality and equity is being finalised and should be adopted and
implemented in the near future. As a result, the country should enable women to play a greater role in its
development.
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Thematic analysis: Promoting Youth Employment

Because of the obstacles to exploitation of the country's potential already mentioned, it is difficult to realise job
creation opportunities in Guinea Bissau.  At the same time, young people who have had the benefit of training
do not find the support they need to break into employment

In the absence of any national body with responsibility for monitoring the unemployed and providing them with
support, it is difficult to assess the real evel of unemployment.  Even the rare household surveys which are
carried out may give an inaccurate picture, because they are normally carried out in the rainy season when
almost everyone living in the countryside is busy. Furthermore, the questionnaires generally ask if the
individual has worked during the past two weeks but not if the work was seasonal or permanent, or whether it
was acceptable or not.

An AfDB study carried out in 2010 estimated unemployment among at the young at about 30%.  The population
of working age, which is defined as everyone over the age of 15, is estimated at 54.6% of the total population
but the proportion varies from place to place.  It is 59.1% in Bissau, for example, and 53% in other regions. The
economically active population, which is to say those in work, comprises 11.4% of wage-earners, 28.9% of
employers or self-employed people and 59.5% of home helps and apprentices. The political and economic
instability that the country has experienced since the end of the 1990s has not been conducive to job creation
initiatives.  Apart from the effect of the conflicts on productive activity and investment, the deterioration of the
education system which followed them and the low level of skills in the population represent a further major
barrier to labour market access.

The AfDB, the World Bank, the ILO (ILO/CRISIS), the UN Economic Commission for Africa (UNECA), the UNDP
and the  United Nations Peacebuilding Support Office have decided to set up a global fund for job creation in
fragile, post-conflict states. A joint mission visited Bissau in December 2011.  Experience in resettling former
combattants in Guinea Bissau and five other post-conflict states will act as a basis for setting up the new
structure.

Meanwhile, the government is initiating youth employment projects with the aid of its financial partners. One of
these is a rice-growing programme which is being 80% financed by the BOAD and should get under way in
2012. It covers the regions of Bafatá, Cacheu, Gabú, Oio, Quinara and Tombali. The farming sector has
considerable potential for direct and indirect job creation, in particular for the rural population, but the problem
of unemployment in urban areas is just as acute. Greater economic diversification, development of the private
sector and a better match between vocational training and the requirements of the labour market could be
options for responding to the needs of young people in search of work.
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