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Country: Guinea-Bissau

Social and Economic Background of Guinea-Bissau

The World Bank estimates that in 2004 Guinea-Bissau’s population totaled 1,533,233, 52% of whom were between the ages of 15-64.  A report by the International Fund for Agricultural Development (IFAD) noted that in a 1994 poverty assessment, 88% of the population lived on or under $1USD/day.  The World Bank reports that the PPP adjusted GDP per capital was $721 international dollars in 2003. The 2005 Index on Economics notes that the informal sector in Guinea-Bissau is so large that it overshadows the legal market.  There is no data available on unemployment rates.  

In 2004, according to the World Bank, Guinea-Bissau received $23.2 million in remittances and its M2/GDP ratio was 73%. It is identified by the United Nations as being both a Least Developed Country and a Small Island Developing State.  In 1993, the first year for which data is available, the UNDP estimated that Guinea Bissau’s GINI index was 47. The OECD states that Guinea-Bissau received $145 million in foreign aid and development assistance in 2003, while the World Bank totals the amount of foreign direct investment received by the country at $2.5 million in 2002. 
Guinea-Bissau is neither already included nor plans to participate in the Financial Sector Assessment Program (FSAP) of the World Bank and IMF.

As a member of the West African Monetary Union (WAMU), Guinea-Bissau shares the same currency, the CFA franc, with other WAMU members. On January 1st 1999, the CFA franc became tied to the euro at a fixed exchange rate of CFAfr655.96:€1. The average exchange rate was CFAfr697.0:US$1 in 2002, CFAfr581.2:US$1 in 2003 and CFAfr528.3:US$1 in 2004, according to the Economist Intelligence Unit (EIU). 
Doing Business in Guinea-Bissau

There is no data on Guinea-Bissau in the World Bank’s Doing Business Database.

Regulatory and Legal Environment of Guinea-Bissau

Banking and finance legislation in Guinea-Bissau is created and enforced by the Central Bank of West African States (BCEAO), the common central bank of WAMU.  On its website, BCEAO defines the applicable laws and regulations of the financial sector as the Banking Law of 1990, Prudential Rules of 1991, Decree of 1992, and a framework law in the process of being implemented throughout the region that defines and represses usury. The Banking Law of 1990 provides a definition for banks and financial institutions operating in the union, as well as the credit and investment activities that these banks can undertake. It poses conditions of entry for banks/financial institutions into the financial sector, regulates the exercise of the banking profession and maintains the obligations for banks and financial institutions.  Under this law, for a bank/financial institution to operate within the union, it must be authorized (3 steps), registered on a list of banks and financial institutions, and meet a minimal capital requirement of 1 billion for banks and 100 million for financial institutions (the currency for these amounts is not stated).   

Even though many bilateral donors pulled funding from the country during and after the military conflict and subsequent political instability, some multilateral donors continue working with the government of Guinea-Bissau to implement public and fiscal reforms.  A March 2005 report of the International Monetary Fund suggested steps for public and fiscal reform, including reducing fiscal deficit, improving fiscal management, and rebuilding the financial sector.  The IMF report notes that the capital requirement of the BCEAO is excessive for Guinea-Bissau.

There is no available information on the enforcement of contracts, legal procedures and costs, bankruptcy, or recovery rates.  

According to IFAD, the main legislation prohibitive of microfinance institutions and credit unions is the capital requirements imposed by the central bank that make it difficult for non-governmental and grassroots organizations to exist and provide micro-credit opportunities.  The PARMEC law, which governs usury in the monetary union, also limits the scope within which microfinance institutions can operate, according to a paper by the Consultative Group to Assist the Poor (CGAP). While there is no legislation prohibiting commercial banking institutions to begin microfinance activities, the lack of commercial banking institutions in Guinea-Bissau prevents such institutions from initiating microfinance activities.  According to the Guinea-Bissau country profile of the United Nations, dating from 1997, a government agency named SOLIDAMI had been established to promote, facilitate, and advance the work of NGOs on sustainable development and microfinance.  

The 2005 Index of Economic Freedom notes that the investment code in Guinea-Bissau provides incentives for increased investment and guarantees against nationalization and expropriation.

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Guinea-Bissau

According to the Central Bank and the IMF report, only 2 commercial banks exist in Guinea-Bissau.  There is no information on the number of clients served by these banks.  The IFAD report states that these commercial banks do not operate in the microfinance sector.  The IMF stated that a regional microfinance bank operated by the central bank was expected by the end of 2004, but information on the development of this bank is unavailable.  There is no information on credit unions operating in Guinea-Bissau.  

The IFAD report approximates 30 micro-credit organizations operating in Guinea-Bissau conducted by NGOs.  While there is no information on how many clients these organizations serve, the report notes that the weakness of these NGOs is rudimentary, non-sustainable systems of lending.  These NGOs specialize in short-term credit, but are considered weak because of an absence of coordination among them. According to this report, community and grassroots organizations participating in the microfinance sector have trouble operating because they do not function as legal entities.  

The Netherlands Development Organisation (SNV) began a microfinance program in 2002 and successfully introduced 26 savings and loans/village banks in Guinea-Bissau. According to SNV, as of September 2004, these banks had totaled 857 clients and were on a path towards sustainability.

There is no data available on the existence of microfinance networks (apart from the SOLIDAMI organization mentioned above) or the total number of potential microfinance clients in the country.

Activities of Guinea-Bissau’s National Committee

Guinea Bissau has established a National Committee which consists of members from the government, central bank, nonprofits/NGOs, private sector, and multilateral agencies. The Committee is organizing quarterly events in the capital and in three provinces of the country. The Committee is also working on a web site. 
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