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EXECUTIVE SUMMARY

Background

. Burkina Faso’s head of state, Mt, Blaise Compaoré, came to power in October 1987, He was
elected President in December 1991 and reelected in multiparty elections in November 1998. A
new multiparty government was formed in November 2000. The Prime Minister, and also
Minister of Economy and Finance, is Mr. Paramanga E. Yonli, seconded by a Deputy Minister of
Economy and Finance, Mr. Jean-Baptiste Compaoré. Legislative elections are scheduled to take
place in April-May 2002.

) The program remains broadly on track. The economic downturn of 2000 trailed into the
first half of 2001. Becausc of cereals shortages, prices rose by nearly 5 percent ycar-on-year in
the {irst nine months of 2001. At end-June 2001, the overall fiscal deficit was somewhat larger
than targeted as a revenue shortfall was only partially offset by curtailments in public outlays.
External assistance was also lower than anticipated. To adjust for these shortfalls, the authorities
issued a six-month (reasury bill, while observing the end-June performance criterion on net bank
credit to the government,

. All of the end-June and end-September 2001 quantitative and structural performance
criteria, benchmarks, and indicators were met, except for the indicator on current
government revenue. After achieving the policy reform conditions for the floating completion
point under the enhanced HIPC Initiative in March 2001, the authoritics finalized preparations
for the completion point. Also, the authoritics prepared a progress report for the first-year
implementation ol the PRSP after extensive consultations with civil society and development
partners.

Prospects for end-2001 and 2002

. Real GDP for 2001 is projected to grow by 6.2 percent on the basis of a rebound in
agricultural output. The expected bumper cotton crop will significantly reduce rural poverty.
With the abundant availability of cereals, inflation should decline o about 3 percent. Real GDP
growth is expected to reach 5.8 percent in 2002, with inflation remaining low. However, if the
downfall in international cotton prices continues, there is a serious concern that producer prices
would have to be cut, and that growth would need to be revised downward. The exlernal current
account deficit (excluding grants) is cxpected to narrow slightly to 17.7 percent of GDP in 2001,
and to narrow further in 2002 to 14.6 percent of GDP. A downside risk scenario predicated on
lower agricultural output and workers’ remittances resulls in an annual real GDP growth of
about 4.5 pereent for the medium term,

. Despite the revenue shortfall, the authorities intend to achieve the program objective of an
overall fiscal deficit of about 5 percent of GDP in 2001. Tax rcvenue, projected at 14 percent
of GDP, will be secured through an increase in excise taxes on petroleum products and some
administration measurcs. While the wage bill was revised upward, mainly to accommodatc hiring
in the social sectors, other current cxpenditure will be cut by more than 1 percent of GDP
compared with program estimates. Social outlays will continue their upward trend.

. The 2002 budget, which includes HIPC Initiative related resources equivalent to
1.3 percent of GDP, is in line with the original program. The overall fiscal deficit is targeted



at 4 percent of GDP, with tax revenue rising to 14.5 percent of GDP and current expenditure
remaining subdued. Resources available [or poverty reduction have been increased.

. The structural reform program will focus on further improvement of public finance
management, the strengthening of judiciary reform and good governance, the pursuit of the
privatization program, and policies to promote the private sector promotion policies.

. The government is pursuing its poverty reduction strategy in line with the PRSP, and there has
been noticeable progress in social oulcomes.

Staff appraisal

) Sustaining the medium-term growth rate of aboul 5% percent per annum compatible with the
poverty reduction objectives will require good weather conditions, continued fiscal consolidation,
the deepening of structural reforms, the strengthening of governance, and further progress in
hurman resources development.

. A major risk is the collapse of cotton prices. While, in an electoral context, the authorities are
reluctant 1o reduce the produccr price below its current level because of the need to preserve the
income of the rural sector, the utmost caution will have to be exercised to preserve the
equilibrium of the sector. A cut in the producer price might be needed, impairing the growth
objectives.

. On the fiscal front, the response to the revenue shortfall in 2001 was appropriate. The increase in
the excise tax on petroleum products and the timely curtailment in current expenditure, while
preserving social outlays, will allow the government to meet its overall deficit and domestic debt-
reduction targets while achieving its poverty reduction objectives. The need for an upward
revision in the salary base was necessary to accommodate new hiring in the social sectors and to
correct the antiquated indemnities grid, but the linkage of the increase to retroactive wage
adjustments should not be repeated. In the future, the authorities should endeavor to strictly
control the wage bill,

) The staff commends the authorities for vigorously pursuing the poverty reduction objectives
embedded in the PRSP and (or having prepared the first annual progress report. However,
further efforts are needed to improve the planning, execution, and tracking of the strategy,
notably by accelerating the commitment of available resources and energizing the monitoring
unit in charge of tracking.



1. INTRODUCTION

1. Burkina Faso’s three-year arrangement under the Poverty Reduction and Growth
Facility (PRGF) for an amount equivalent to SDR 39.12 million (65 percent of quota) was
approved on September 10, 1999, The third review of the PRGF arrangement together with
the 2001 Article IV consultation, took place on July 2, 2001 ! To date, four disbursements
totaling the equivalent to SDR 22.36 million have been made. In July 2000, the Fund and
World Bank Boards respectively decided that Burkina Faso had fulfilled the conditions for
reaching the completion point under the original Initiative for Heavily Indebted Poor
Countries (HIPC) Initiative and the decision point under the enhanced Initiative, and that the
poverty reduction strategy paper {PRSP) included a thorough analysis of poverty in Burkina
Faso and a clear strategy to alleviate it. The completion point under the enhanced HIPC
Initiative was not considered at the July 2001 Board meeting because the new government
requested additional time to demonstrate progress under their poverty reduction strategy.

2. In concluding the 2001 Article TV consultation in July 2001, Executive Directors
noted that, despite the 2000 economic slowdown caused by exogenous factors, the
government had continued to implement sound macroeconomic policies and active structural
reforms. They stressed the need to pursue fiscal consolidation, notably through a strict
limitation of nonessential outlays and an increase in tax revenue, in order to free resources for
investment and social sectors. Directors also encouraged the authorities to improve cash-flow
management at the treasury

3, President Compaoré was reelected in multiparty clections in November 1998,
Following two years of social tensions, the relaxation of the political climate, which began in
November 2000 when a new government was formed with the participation of several
opposition parties, continues to prevail. Legislative elections are scheduled to take place in
April-May 2002 and are considered as a crucial step in the democratization process.

4, The discussions for the fourth review and the third annual program under the PRGF
arrangement took place in Quagadougou during September 4-19, 2001 2 The attached
memorandum on economic and financial policies (MEFP), (Appendix I Attachment I), reviews

' (EBS/01/84, 6/13/01).

? The Burkinab¢ representatives included Mr. Jean-Baptiste Compaoré, Deputy Minister of
Economy and Finance, and Mr. Célestin Zall¢, the National Director of the Ceniral Bank of
West African States (BCEAQ). The mission also met the Prime Minister and Minister of
Economy and Finance, Mr. Paramanga E.Yonli, The staff team comprised Mr, van den
Boogaerde (head), Mr. Caupin, Mr. Atsou-Dzini, Mr. Bouscharain, and Ms. Jouanin,
Assistant (all AFR). The Resident Representative, Mr. Franco, participated in the mission,
which was also assisted by the Research Assistant of the resident mission, Mr. Ouattara. The
mission also worked closely with the staff of the World Bank’s parallel mission.



economic developments through June 2001 and outlines the economic measures to be
implemented for the remainder of 2001 and in 2002, 1t indicates that the program remains
broadly on track. All the quantitative and structural performance criteria, benchmarks, and
indicators for end-June 2001 and end-Septcmber 2001 were met, except for the indicator on
current government revenuc, The performance criteria and benchmarks for the remainder of
the program arc set out in the technical memorandum of understanding { Appendix I,
Attachment II). An outreach to civil society and the press was done at the end of the mission.

5. As of end-September 2001, Burkina Faso’s outstanding use of Fund resources
amounted to the equivalent to SDR 91.3 million (151.7 percent of quota). Its relations with
the Fund are summarized in Appendix II. The World Bank has supported Burkina Faso’s
reform program since 1994 through a number of sector credits for a total cumulative
disbursement through end-August 2001 of US$121.3 million. The World Bank also approved
in August 2001 a US$45 million Poverty Reduction Support Credit (PRSC) for Burkina Faso.
Burkina Faso’s relations with the World Bank are summarized in Appendix 111

6. While Burkina Faso’s economic and financial database is adequate, it needs further
improvement in the quality, timeliness, and coverage of statistical information, especially for
national accounts and balance of payments data. The authorities are addressing these
shortcomings and have recently increased the resources devoted to the National Institute of
Statistics and Demographics (INSD). Statistical issues are discussed in Appendix TV,

A provisional work program for the Fund staff'is included in Appendix V.

II. RECENT ECONOMIC PERFORMANCE

7. Following a downturn in 2000 owing to a depressed cereals crop, economic
activity remained sluggish during the first semester of 2001. Prices were also affected by
the cereals shortage, and the 12-months consumer price inflation rate stood at 4.9 percent at
end-September 2001, The real effective exchange rate during the first seven months of 2001
appreciated by about 2 percent over the 2000 average as a resull of somewhat highcr inflation
and the weakening of the U.S. dollar against the euro, to which the CFA franc is pegged.
However, the gains in external competiliveness achieved through the 1994 devaluation
remained largely preserved (Figure 1). Broad money grew slightly, by 1.1 percent, during the
first semester of 2001, and credit to the cconomy remained almost flat over the period despitc
some delays in cotton crop credit reimbursements, which were explained by postponed cotton
shipments.

A, Fiscal Stance

8. At end-June 2001, the overall fiscal deficit was somewhat larger than targeted, as
a significant shortfall in revenue was not fully compensated by curtailments in public
outlays. Fiscal revenue was 2.9 percentage points of GDP below the program target as a
result of the adverse effect on corporate taxes of the 2000 economic downturn, some delays in
the implementation of the new petroleum tax mechanism, and worse-than-usual seasonal
pattern (Table 3). External assistance was also lower than anticipated. The two elements



concurred to generatc liquidity tensions at the treasury. To adjust for this shortfall, the
government tightened current outlays by 0.4 percent of GDP while protecting social
expenditure; also, it issued six-month treasury bills* in February, while observing the end-June
criterion on net bank credit to the government, Wage outlays were in line with the program
target.

B. Soundness of the Banking System

9. The lending rates ol the Central Bank of West Aftican States (BCEAO) remained
unchanged during the first eight months of the year, while auctions of central bank notcs were
renewed in August. The banking system remains relatively healthy, even though
nonperforming loans increased slightly because banks do not provision their new
nonperforming loans until the end of the calendar ycar. The position of one of the main local
banks, weakened by the withdrawal in early 2001 of its foreign sharcholder, has not yet
improved. As regards prudential regulations, three banks already comply with the new capital
adequacy ratio ol 8 percent that will become eftective on January 1, 2002, and the others plan
to increase their capital basc before years-end in order to comply with this core ratio. The
regional banking commission lifted the temporary administration of onc financial institution
after it increased its capital base,

C. Structural Reforms

10.  As detailed in the MEFP, all the structural reforms were implemented as planned. The
interconnection of the payroll and civil service databases and the setup of a centralized
database to track social outlays and outcomes were both effected before end-June 2001. The
deposits of the Postal Savings Bank with the Burkinabé Treasury, which were not liquid, were
sccuritized before end-September 2001 for an amount equivalent to 1.3 percent of GDP, with
a maturity of ten years and an interest ratc of 6.5 percent. The last remaining payment arrears
to the clectricity company, SONABEL, have also been securitized.

III. PoLICY DISCUSSIONS
A. Economic Prospects

11. Growth is expected to rebound during the last quarter of 2001 as preliminary
information points to very good ccreals and cotton crops nationwide, owing to abundant
rainfall. Real GDP growth could reach 6.2 percent in 2001 (Table 2). Cotton production, in
particular, is expected to increase by 45 percent to 400,000 tons, the largest cotton crop ever
recorded in Burkina Faso, as produccrs have responded to the announcement in March 2001

* Several public entitics purchased government treasury bills, including the social security
institution, the postal service, the cotton company, and the telecommunications company.



of an increase in farmgate prices of 18 percent® by raising the cultivated area by 35 percent.
This is expected to have a major impact on reducing poverty in rural areas (Box 1). The
secondary and tertiary sectors, hampered by a depressed demand in the first half of the year,
should exhibit lower growth rates (3.3 and 4.9 percent, respectively). The good cereals crop
should abate price pressures in the latter part of the year, and the increase in the consumer
price index could average 3 percent for 2001.

12.  While an appropriate policy of forward sales should allow the cotton monopsony,
SOFITEX, to break even this year, notwithstanding the significant drop in international
cotton prices since mid-2001,” the staff raised serious concerns about the sector in 2002.
Calculations show that, to break even in 2002/03 with the present international price®
unchanged, the producer price in Burkina Faso would have to be lowered by 16 percent te
CFAF 147 per kilogram of seed cotton. The government indicated its reluctance to reduce the
producer price (now CFAF 175 per kilogram), as it wishes to preserve the poverty reduction
benefit of larger cotton crops and associated cereals.” Hence, to ensure the equilibrium of the
sector, a subsidy of CFAF 28 per kilogram of seed cotton would have to be paid, at a cost of
CFAF 11.2 billion (US$16 million, or 0.6 percent of GDP). Such a subsidy appears to be
financeable through further cost-cutting measures and possible supplementary donor
assistance.? If needed, augmentation in access under the PRGF might be considered as the
Fund’s possible contribution to this package. However, if world prices were to fall further,
the present producer price would not be sustainable and would have to be reduced, impairing
growth prospects, the external accounts, and poverty outcomes. The authorities, in
consultation with civil society, are exploring a number of countervailing measures to mitigate
the negative impact on the poor should reductions in producer prices become inevitable.

* The producer price was raised by 10 percent (from CFAF 159 to CFAF 175/kg of seed
cotton) on the basis of the strength of international cotton prices in late 2000; moreover a
bonus of CFAF 25/kg will be paid, representing the distribution of half of SOFITEX pretax
profit in the previous campaign.

% Because of a decline in demand owing to the economic slowdown in industrial countries
and increases in subsidies paid to U.S. cotton growers, prices in early October 2001 were
40 percent lower than in December 2000 and may remain at that low level, according to
World Economic Outlook (WEQ) forecasts.

® 1US$0.389 per pound of fiber in early October 2001, equivalent to CFAF 600 per kilogram
at an exchange rate of US$1 = CFAF 700.

" The impact of different scenarios on cotton farmers’ revenue is shown in Box 1.

¥ The European Union has already indicated that a Stabilization System for Export Earnings
(STABEX) disbursement could be possible.



Box 1. The Cotton Sector in Burkina Faso: Reforms, Social Impact, and Outlook

Since the end of 1998, the cotton sector has been gradually reformed and liberalized. In particular,
producer’s associations have been strengthened, and 30 percent of the state monopsony, SOFITEX has
been sold to them, with the state becoming a minority sharcholder, with only 36 percent of capital. New
planting zones have been opened where the private sector is free to invest in ginning activities. SOFITEX
is planning to gradually sell its ginning factories. The transportation activities have been spun off to the
private sector. Crop credits are now extended to the producers’ assoclations using joint guarantees
(cautionnement solidaire) at the level ol each association. As a result, performing producers have
weeded out poorly performing ones, and productivity has increased significantly (yields improved by 31
percent in 1999/2000). The cotton is sold to SOFITEX at a fixed producer price plus a bonus
representing the distribution of half of SOFITEX pretax profit in the previous campaign.

Burkina Faso: Performance of the Cotton Sector, 1997/98-2001/02

1997/98 1998/99 19992000 2000/01 2001/02
Proj.

(In units indicated)
Producer price of seed
collon (CFA francs per kilogram)

Price 1590 159.0 158.0 159.0 175.0
Bonus 200 5.0 25.0 10.0 250
Total 179.0 184.0 183.0 169.0 2000
Cultivated area {thousands of hectares) 290.5 3525 240.5 2600 3500
(peteent increase) 33.0 213 -318 8.1 34.6
Yields (kilograms of seed cotton per 1,164.8 R807.0 1,057.0 1,055.0 1,143.0
{percent increase) 18.6 -30.7 310 -0.2 8.3
Production of sced cotton
{thousands of metric tons) 3381 284.5 2542 2743 400.0
Yield cotton fiber / seed
(in percent) 41.5 418 429 422 420
Production of ginned cotton
(thousands of metric tons) 140.5 119.0 1091 1156 168.0
Unit value of ginned cotton

(CFA francs pet kilogram, unless otherwise
Total producer price

(fiber equivalent) 4309 4399 426.5 4009 476.2
Average fob. export price
(Abidjan) 849.0 697.0 662.0 #47.0 6760

Ratio: producer price/export price f.o.b.
(in percent) 50.8 03.1 64.4 47.3 70.4




- 10 -

Box 1. The Cotton Sector in Burkina Faso: Reforms, Social Impact, and Outlook (Concluded)

Ongoing reforms aim at further strengthening producers’ associations and progressively limiting SOFITEXs role.
A study is being undertaken on the financing by the banking sector of cotton inputs, an activity from which
SOFITEX intends to withdraw as of the 2002/03 season. Also, some microfinance networks are expanding rapidly
in the cotton-producing regions, which should help broaden the access of producers’ associations to credit. The
development of new cotton-growing regions, fully managed by the private sector, should further promote
competition in the sector. Finally, the state has indicated its intention to further reduce its sharcholding in
SOFITEX in favor of the producers’ associations.

The potential for improvement in the cotton sector is still very large because endowments in machinery and
technical know-how are poor and unevenly distributed. Following the increase in the producer price from CFAF
159 per kilogram of cottonseed in 2000/01 to CFAF 175 per kilogram (plus a bonus of CFAF 25 per kilogram) in
2001/02, the cultivated areas are estimated to have risen by close to 35 percent. Continued efficiency efforts
further strengthened the gains in yields by an estimated 8.3 percent. Overall, seed cotton preduction is expected to
increase by about 45.8 percent to reach 400,000 tons. The higher producer price and larger production in 2001/02
should increase producers’ gross revenue by about 72.6 percent, contributing to about 21 percent of GDP growth
in 2001. The impact on poverty will be significant, as cotton producers represent 18 percent of the population.
Moreover, this increase in revenue is likely to have positive spillovers on other sectors of the economy. With the
growth multiplicr estimated for Burkina Faso,” the increase in cotton growers’ gross revenue (CFAF 33.6 billion,
or 2 percent of GDP) should generate another 3.7 percent of GDP in local nontradable income. Also, a stronger
cotton production has a direct impact on ginning and transport activities that will mainly materialize in 2002. All
this could be reversed in 2002/03 if world prices continue to fall: the producer prices would need to be cut,
lowering growth and farmers’ incomes, with a concomitant negative impact on poverty outcomes

Burkina Faso: Impact of Cotton Production on Incomes, 1998/99-2002/03

1998/99  1999/00 2000/01 2001/02 2002/03
scen. 1 scem. 2 scen. 3

Production of seed cotton

(thousands of metric tons) 284.5 2542 2743 4000 420.0 400.0 3800
Producer price of seed

(seed equivalent CFA francs per kilogram) 184.0 183.0 169.0  200.0 175.0 1750 1470
Producers' gross revenue

(billions of CFA franes) 323 460.5 46.4 80.0 73.5 70.0 359

(percent change) -13.5 -11.1 -0.4 72.6 -8.1 -125 302

(in percent of GDP) 36 31 3.0 4.7 4.0 3.8 3.0
Change in producers' gross revenue

(billions of CFA francs) -8.2 -5.8 -0.2 33.6 6.5  -100 241

(contribution to change in GDP, in percent) -6.2 -11.3 -0.4 21.2 47 .13 =175

Source: Société des Fibres Textiles (SOFTTEX) and staff caleulations
"'For details on earlier reforms, sec SM/00/115 (6/13/00), Appendix I.

?Footnote 5, page 13, Burkina Faso, Country Assistance Strategy, Report No. 21285-BUR, (November 2000},
notes: “Growth multipliers for Burkina Faso indicate that for each dollar of income generated in the agricultural
tradablc sector $1.88 of additional income will be gencrated in the local noniradable sector due to linkages.”
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13.  Real GDP growth could reach 5.8 percent in 2002. Assuming normal weather
conditions and no further decline in the international cotton price, agricultural output is
projected to expand at a moderate pace of 4 percent after the high level attained in 2001. The
bumper crops of late 2001 should benefit ginning, transportation, and trade activities, and the
secondary and tertiary sectors are projected to grow by about 7.5 percent and 6.5 percent,
respectively. With a continued improvement of the savings rate and the investment rate
remaining at about 27% percent, the savings-investment gap is likely to narrow to

10.4 percent of GDP in 2002 from 14 percent in 2001 (Figure 2). The GDP deflator is
projected at about 2 percent. For 2003-03, real GDP growth could remain a little above

5 percent in the absence of drought and with the maintenance of sound economic policies. In
light of the higher-than-usual uncertainties, the staff and the authorities reviewed the
downside risk scenario, which is predicated on lower agricultural output and smaller flows
of workers’ remittances. The results indicated that real GDP would grow by about 4.5 percent
a year, the savings-investment balance would deteriorate, the external current account deficit
would widen and fiscal financing gaps, however sustainable and financeable through a mix of
domestic adjustment and some additional financing, would emerge (see Appendix VI).
However, the staff indicated that growth could be even lower if world cotton prices were to
decline further. The impact of recent events on lower export prices have already been
factored in the downward risk scenario; the additional impact on Burkina Faso’s economy is
expected to be small, as the negative effect of the global slowdown in the world economy is
outweighed by the decline in petroleum products prices. A poverty and social impact analysis
of the program is provided in Box 2.

14.  Burkina Faso’s large external current account deficit is projected to improve in
the coming years in the baseline scenario. For 2001, the current account deficit (excluding
official transfers) is projected at 17.7 percent of GDP (14 percent of GDP, including grants),
0.9 percentage point wider than programmed, largely owing to higher-than-anticipated oil
prices (Figure 3 and Table 7). For 2002, despite the expected drop in CFA {ranc prices of
cotton exports and the related deterioration in the terms of trade, the substantial increase in
the volume of cotton harvested in late 2001 but exported in 2002 and an expected modest
decline (because of lower oil prices) in the level of imports should reduce the current account
deficit (excluding grants) to 14.6 percent of GDP (10.4 percent of GDP, including grants). A
further drop in world cotton prices would indeed impair this improvement. In 2001 and 2002,
even though workers’ remittances will remain at a low level pending the recovery of Cdte
d’Ivoire’s economy, Burkina Faso is expected to contribute positively to the foreign assets
position of the BCEAO. Burkina Faso’s current account deficit should continue to narrow in
the medium term, mainly as a result of an expected increase in cotton exports and decline in
imports of capital goods.®

¥ The gradual shift in public investment expenditure to poverty reduction and the
improvement of social conditions of the poor are expected to lower the import elasticity to
investment.
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Box 2. Poverty and Social Impact Analysis of Burkina Faso’s Program

In a country where almost one-half of the population lives below the absolute poverty line, the economic
program set up by the government and supported by the PRGF arrangement takes poverty reduction as
an anchor. Since 1999, the government has significantly increased basic education and health expenditure
and intends to pursue its effort in the 2002 budget and beyond. The bulk of these additional expenditures
are directed at rural areas where the majority of the poor live.

The adjustment measures included in the PRGF-supported program with Burkina Faso are not expected
to have any significant adverse effects on the poor. Revenue measures implemented by the government
are targeted at higher-income households and business activities in the formal sector. In particular, the
impact on the poor of the recent increase in petroleum taxation is expected to be limited as (i) the new
excises are levied on products mainly used by more affluent households, while the socially sensitive
products (such as kerosene and butane gas) remain subsidized; (i) previous experience indicates that the
transport sector tends to absorb small variations of diescl and gasoline prices; and (iii) the short-term
adverse impact on consumers would be reversed when international oil prices decline. Moreover,
improved government revenue resulting from the higher tax receipts will help to sustain expenditure,
including those targeted to the poor.

As presented in paragraph 11 and Box 1, one o the main goals of the program is to secure a profitable
price for cotton farmers, as this crop is the main source of cash income in rural areas, while preserving
the financial sustainability of the sector. The 2001/02 campaign will result in a significant increase in
producers’ incomes with a positive impact on reducing poverty, particularly in rural areas. For the
2002/03 campaign, the program endeavors to preserve the effect of the gains of higher cotton production
and prices on poverty outcomes in the face of the declinc in international prices, if necessary through the
usc of additional external or domestic financing. A more rigorous study providing information on the
linkages between producer prices and the poor, and a quantitative assessment of the opportunity costs in
terms of other poverty reducing spending, will be undertaken with the assistance from the World Bank
and other development partners.

One of the key sectoral measures is the hookup of the electricity grid with that of neighboring countries.
The added capacity will allow the electrification of a larger number of villages, and the expected gradual
reduction in electricity tariffs will attract industrial investments and create job opportunities, all of which
will directly benefit the poor. Moreover, the electrification of a larger number of health centers in villages
will allow the maintenance of stocks of essential drugs and vaccines. The limited availability of banking
services in rural areas and weaknesses in financial intermediation still limit the share of credit going to
the poor. However, the development of a sound microfinance sector takes up some of the slack by helping
the poor improve their income-generating activities.

Reforms to improve public finance management and to deceniralize expenditure commitments that focus
on transparency and accountability should reduce fraud and increase efficiency in the allocation and
targeting of increased resources to the poor. In particular, the government’s focus on fighting corruption,
as demonstrated by the intended creation of an anticorruption unit, should have a positive impact on the
poor because they are often the first victims of small-scale corruption.
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B. Fiscal Policy

15.  Despite the revenue shortfall in the first half of the year, the authorities intend to
achieve the original 2001 program objective of a basic fiscal deficit (excluding the use of
HIPC Initiative resources) of 1.4 percent of GDP and an overall fiscal deficit (on a
commitment basis and including grants) of about 5 percent (13.6 percent of GDP
excluding grants) (Figure 4). Overall revenue is projected at 0.8 percentage point of GDP
below program, with tax revenue expected to reach 14 percent of GDP, 0.5 percentage point
lower than originally programmed. To secure this revenue level, the authonities have
increased the excise tax on premium and regular gasoline, introduced an excise tax on diesel,
and are performing a full fiscal census. As explained in paragraph 7 of the MEFP and in

Box 2, the impact on the poor of the increase in petroleum taxation is slight.

16.  To offset the revenue shortfall, the government intends to limit current expenditure to
12.8 percent of GDP in 2001, 0.8 percent of GDP lower than originally programmed. To
achieve this objective, current expenditure will be cut by 0.8 percentage point of GDP while
social outlays will be protected, subsidies on socially sensitive petroleum products will end
up lower than programmed by 0.3 percent of GDP because of the decline in international oil
prices, while the wage bill was revised upward by 0.3 percent of GDP. This was done to
accommodate new hiring, mainly in the social sectors, and some retroactive wage and
indemnities adjustments linked to the introduction of the new salary grid. The staff strongly
argued that the retroactive wage adjustments reflected unwarranted weaknesses in the
management of personnel databases that should be avoided in future years. The authorities
ensured the mission that with the recently installed interconnection of the payroll and civil
service databases, this problem would be addressed for future years. However, the full review
of the antiquated grid of indemnities is welcome: although it will increase the wage bill
somewhat, it improves equity, and the trade unions pledged in return to guarantee social
peace in the civil service for the next five years. Investment expenditures remain as
programmed at about 15.7 percent of GDP. The foreign financing of the central government,
which was below program at end-September because of delays in adjustment lending by the
World Bank and the African Development Bank, will end up somewhat above program for
the whole year due to the higher-than-projected assistance under IDA’s PRSC. All in all, the
net bank position of treasury will decrease by 0.3 percent of GDP, as programmed.

17.  Social outlays will continue their upward trend in 2001 (Tables 4-6 and

Figures 5-7). Reflecting the desire to execute the poverty reduction program embedded in the
PRSP in its entirety, the authorities have decided to use 0.2 percent of GDP in budgetary
resources to make up for shortfalls and delays in HIPC Initiative contributions,’ in order to
execute the share of the social expenditure program funded by HIPC Initiative related
resources as initially budgeted (1.5 percent of GDP). Of this total, 61 percent was allocated

? The participation of some creditors in Burkina Faso’s debt reduction under the HIPC
Initiative is still uncertain, and some others declined have to provide interim assistance.
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for investment outlays and the remainder for current expenditures. Overall social outlays are
projected at 24.8 percent of total expenditure, or 7 percent of GDP (up from 22.3 percent and
6.2 percent, respectively, in 2000},

18.  For 2002, the overall deficit (on a commitment basis, including grants) is
expected to decline by about 1 percent of GDP to 4 percent of GDP (12.1 percent of GDP
excluding grants), with tax revenue buoyed by the rebound in growth, rising by 0.5 percent of
GDP to 14.5 percent of GDP, and current expenditure remaining subdued. A number of tax
and expenditure measures included in the 2002 draft budget are summarized in paragraphs 17
and 18 of the MEFP. In particular, there will be no general wage increase in 2002, with the
growth of the wage bill accounted for by the wage drift, some further recruitment in the social
sectors, and an allowance for the planned adjustments in indemnities. In line with the PRSP,
the 2002 draft budget plans to increase resources available for priority sectors, such as basic
education, health, and decentralization, while curbing those available for defense and the
prestdency (Box 3).

C. Monetary and Banking Policy

19.  Monetary policy, conducted by the BCEAO at the regional level, will continue to
focus on preserving the peg of the CFA franc to the euro and consolidating official
reserves. Burkina Faso’s contribution to these objectives in 2001 and 2002 will be some
buildup of the net foreign assets position and a small reduction in government borrowing
from the banking system. This will leave enough room for credit to the private sector to grow
by about 9 percent, consistent with projected trends in economic activity (Table 9). Money
supply is projected to expand in line with nominal GDP growth. The staff asked the
authorities (i) to expedite the search for a new private partner to consolidate the main local
bank, weakened by the withdrawal in early 2001 of its foreign shareholder; (ii) to encourage
the banks to increase capital and reserves, so as to comply with the new capital adequacy
ratio that will become effective on January 1, 2002; and (111} to continue to promote a sound
development of microfinance, including through a strengthening of the supervisory capacity.
To facilitate the implementation of the West African Economic Monetary Union (WAEMU)
Council of Ministers’ decision to eliminate statutory advances from the BCEAO and to
permit full substitutability between bank financing and treasury bills or bonds, the key
performance criterion on the change in net bank credit to the government will be replaced
from 2002 onward with a performance criterion on net domestic financing (bank and
nonbank).
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Box 3. Comparison of Budgetary Allocations in 2001 and 2002

As indicated in the figure below, the 2002 draft budget increases allocations for priority sectors (notably
primary education, decentralization, and justice and human rights), while keeping those in the area of
sovereignty (e.g., defense and presidency) well below the average increase,

Increase in Budgetary Allocations for Selected Ministries 1/

» Decentralisation
30.0
- 350
-
=
=l
g Parliament
= 206 -
E. Average increase
g Econotny and finance
S 150 . :
g * i
E - Justice and burman rights Primary education
=9 . R ;
g 160 :
2 Heakth
= H
H 504
* i
Defense o . . H
* Secandary and higher education H
0.0 : . . T . . . . r i
0o 0 ¢ 20 3.0 40 50 6.0 7.0 8.0 9.0 10.0
Agriculture # Presidency ;

Share in the 2002 budget (ia percent)

'Current expenditure pertaining to goods and services and transfers.

D. Structural Reforms

20.  The coverage of structural conditionality in the program remains streamlined,
with measures outside the PRGF arrangement covered by conditionality in other donor-
supported programs (Box 4). The main structural reforms, in particular the privatization
agenda (Table 10), reform of the cotton and energy sectors, and program for the promotion of
private seclor activities, undertaken with the assistance of the World Bank, are described in
paragraphs 21-23 of the MEFP. The improvement of public finance management will
remain a focal point for the IMF-supported program (MEFP, para 12). Progress in
cashflow management at the treasury will be achieved by closing a large number of accounts
in the treasury’s books, in particular those of the private scctor. With the assistance of the
World Bank, the Budget Management Improvement Plan (PRGB) was adopted in
September 2001 and a Country Financial Accountability Assessment 1s scheduled to be
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Box 4. Structnral Conditionality

Coverage of structural conditionality in the current program

The structural areas covered by conditionality in the third annual program for 2001/02 (July-June) focus on the
core macroeconomic adjustment of the Burkinabé economy and the fight against poverty:

public finance management (improvement in value-added tax refund procedures and
operation of the Supreme Audit Court);

improvement of the treasury’s cash management (closing of accounts with the treasury, in
particular private sector accounts);

governance (adoption of the audited budget acts for 1999 and 2000 and operation of the
anticorruption unit); and

poverty alleviation (activation of the centralized database on poverty outlays and outcomes).

Relevant structural measures not included in the 2001/02 program, but covered by other agencies:

The follow-up of the privatization agenda and reform of the energy and telecommunication
sectors are adequately covered in specific World Bank-supporied programs.

The reform of the cotton sector is being pursued with the assistance of the World Bank, and
France.

The implementation of the private sector support program benefits from the assistance of the
World Bank and the European Union (EU).

The promotion of good governance is a conditionality pursued by most donors.

The strengthening of the judicial system benefits from the assistance of the World Bank, the
EU, and France.

All donors have made the fight against poverty their priority action, and donors are closely
coordinating their assistance.

Status of structural conditionality from earlier programs

Structural conditionality in earlier programs, focusing essentially on the privatization program, reform of the
energy, telccommunications and cotton sectors, and governance, has largely been met.

Structyral areas covered by World Bank lending and conditionality.

Reform Mcasures Timing Loan Instrument

Public expenditure management 2001-03 Poverty Reduction Support Credit
(PRSC) 1, 11, TIT

Private sector development 2001-03 PRSC and competitiveness credit

Education 2001-03 Basic education-adaptable
Program loan

Health 2001-03 PRSC and HIV/AIDS disaster
response project

Rural development 2001-03 Community-based rural
development credit

Water and urban 2002 Urban environment project

Energy 2001-02 Energy sector credit and PRSC II

and IH
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completed by end-2001. The preparation of the audited budget acts (lois de reglement) for
1999 and 2000 is already well advanced. To ensurc proper budget monitoring, the Supreme
Audit Court will be made fully operational by end-December 2001 (a structural benchmark
under the program). Good governance remains a central element in the government’s
strategy. It will be pursued, inter alia, through further progress in the reform of the judiciary,
the reform of public contracting procedures, and the setup of an independent entity in charge
of anticorruption issucs before end-December 2001 (a structural performance criterion under
the program), '

E. Regional Integration

21,  Burkina Faso remains one of the most compliant member countries regarding
WAEMU’s regional norms, including by being the only member country that fully conforms to
the regulations pertaining to the common external tariff. It will endeavor to meet the regional
convergence criteria within a reasonable time frame (Table 11). It intends to reduce its still
long list of administratively set customs valucs in accordance with the WAEMU directive
expected to be issued after consultations with the World Trade Organization (WTO).” Also,
progress continues to be made in adapting national legislation to comply with the five
directives on harmonization of government finance statistics, accounting, and the legal
framework.

F. Program Monitoring

22.  The program will continue to be monitored on the basis of semiannual quantitative
performance criteria, benchmarks, and indicators as shown in Table 1 of thc MEFP and in the
technical memorandum of understanding, and by the end-December 2001 structural
performance criteria and benchmarks shown in Table 3 of the MEFP. Progress under the
2001/02 program (July-June) will be assessed in the context of a fifth review under the PRGF
arrangement, scheduled to be completed no later than end-June 2002, Performance criteria for
the seventh disbursement, including the end-June 2002 quantitative performance criteria, will
be set during the fifth review.

TV. POVERTY REDUCTION

23.  The authorities have vigorously pursued their poverty reduction strategy and
have improved on the evaluation and monitoring process. The policy reform conditions
for the floating completion point under the enhanced HIPC Initiative pertaining to the areas of
health, education, and governance had already been met by end-March 2001 and are reviewed
in detail in the paper on the enhanced HIPC Initiative completion point for Burkina Faso. A
progress report on the first year of implementation of the PRSP, presented together with the

? Since all WAEMU mcmber countries have adopted the WTO compliant transaction value for
import valuation, WAEMU will ask the WTO to condone a short list of administratively set
customs values under the provisional arrangements of the GATT
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joint stafl assessment, was prepared with cxtensive consultations with civil socicty during the
summer of 2001 and with donors in September 2001, It reviews the progress to date,
elaborates on the extensive consultation process and input of civil society in improving the
strategy, and presents the amended strategy for the future. Endorsement of this progress
report by the Boards of the Fund and the World Bank is a condition for completion of the
fourth review. To strengthen monitoring, the comprehensive and centralized database to track
the evolution of all poverty reducing spending and outcomes that was put in place in June will
be reinforced in the months to come. Also, the action plan on budget management, which was
designed to monitor HIPC Initiative related expenditure and other outlays carmarked for
poverty reduction and developed with the assistance of the Fund’s Report on observance of
Standards and Codes (ROSC)/HIPC Initiative assessment and action Plan (AAP) mission, is
being implemented.

24,  Progress in social outcomes has been satisfactory and goals remain ambitious
(Figures 8-11). The government efforts to improve the quality of services in health and
education will continue to be guided by the ten-year health plan and the education policy
letter. The first focuses on solving health problems plaguing the poor, particularly by reducing
the cost of access, while the sccond aims to raise the national primary school enroliment ratio
from 42 percent in 2000 to 70 percent by the end of the decade (and to 60 percent for rural
children). The domestic counterpart to these programs is the hiring of 5,000 additional
teachers and health workers this and the next few years. Significant progress is being made
the fight against HIV/AIDs and sexually transmitted diseases. A strategic framework [or the
period 2001-05 was adopted and it’s financing discussed with donors, Also, a strategy is being
defined to assist poor HIV/AIDs victims living in remote areas. In the area of rural
development, in line with the PRSP, the emphasis will remain on the construction of rural
roads and the promotion of decentralization policies.

25.  The PRSP process has become the core vehicle for coordinating domestic
poverty reduction programs and international support for the strategy. In particular, a
number of donors have decided to pool' their provision of assistance to Burkina Faso into
budget support of the PRSP process, with minimum joint conditionality beyond a certification
of adequate macroeconomic stance provided by the Fund and an annual review of progress
under the PRSP.

V. STAFF APPRAISAL

26.  After the slow growth experienced in 2000, which continued into the first half of
2001, Burkina Faso’s economy is experiencing a recovery into growth rates more
compatible with its poverty reduction objectives. The cotton growers’ reaction to the
higher producer price and propitious rainfall will result in a bumper cotton crop and a

' At present, the group comprises the European Union, Denmark, the Netherlands, Sweden,
and Switzerland, but it is open to other donors to join.
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significant dent in rural poverty. This outcome, together with an expected favorable cereals
crop, should generate a real GDP growth in 2001 higher than 6 percent, or more than

3 percent on a per capita basis. Moreover, for the medium term, the authorities have adopted
a more realistic growth scenario of about 5% percent per annum underlying thc PRSP-—an
outcome that could be achieved with favorable weather conditions, the maintenance of fiscal
consolidation, the pursuit of appropriate liberalization policies and structural reforms, the
waging of the fight against corruption, and continued development of human capital.

27.  The major risk to the renewed growth lies in the collapse in cotton prices.
Because of their desire maintain the poverty reduction benefits of larger cotton crops and
assoclated cereals, the authorities are reluctant to reduce the producer price of seed cotton
below CFAF 175 per kilogram. However, the utmost caution needs to be exercised in taking
action to preserve the equilibrium of the sector, including through a further decline in
operating costs. Such a decline might entail a cut in the producer price, with an ensuing
negative impact on growth and poverty.

28.  The response to the shortfall in revenue was appropriate. The curtailing current
expenditure early on, while preserving social outlays, will allow the government to meet its
overall deficit and domestic debt-reduction targets for 2001 while achieving its social
objectives. Also, by raising exciscs on petroleum products, the authorities activated in a timely
fashion a contingency revenue measure embedded in the flexible budgetary framework. There
is some ambivalence in the staffs’ reaction to the upward revision in salary basc. On the one
hand, the new hiring in the social sectors 1s a welcome domestic contribution to the poverty
reduction effort, and the review of the antiquated grid of indemnities improves equity and
secures social peace in the civil service for the next five years; on the other hand, the
retroactive wage adjustment reflects unwarranted weaknesses in the management of personnel
databases and should not be repeated. After allowing for some more hiring in the social
sectors and a second tranche ol indemnities adjustments in 2002, the authorities should
endeavor to strictly control the wage bill in order to generate higher savings, to be directed to
the social sectors, and to observe the regional commitment to limit the wage bill relative to
fiscal revenue.

29.  The 2002 budgetary stance remains within the overall program targets, It is
based on efloris to widen the tax base and to limit fraud, while continuing to contain
sovereign current outlays and increasing the share of expenditure devoted to the social
sectors, This stance is in line with the main challenge for the strengthening of budgetary
management over the medium term, namecly, to lower the high tax rates paid by a narrow tax
base, while significantly broadening the tax base and continuing to improve the tax and
customs administration.

30. The welcome emphasis of structural reform on improving public finance
management and governance will promote the efficient use ol scarce public resources and
help attract privatc investment. Also, notwithstanding the electoral context, the authorities
should not waver in their determination to strengthen thc competitiveness of the economy
through further privatization and deregulation, in particular of public utilities.
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31.  The authorities should be commended for having already met in March 2001 all
the policy reform conditions of the floating completion point under the enhanced HIPC
Initiative and for having produced a progress report on the first year of implementation
of the PRSP, after extensive consultations with civil society and development partners, that is
candid and comprehensive in its coverage. It 1s welcome that the PRSP process has become
the core vehicle to coordinate both domestic poverty reduction strategies and donor
contributions. Nonetheless, further efforts arc needed to improve the planning, execution, and
tracking of the strategy, notably by eliminating certain bottlenecks observed in the
commitment of available resources, and by energizing the monitoring unit created in

June 2001 to establish a centralized database on the evolution of social expenditure and its
outcomes,

32, Burkina Faso will continue to face risks, particularly of an exogenous nature,
that may hinder the successful implementation of its program. These include further
declines in international cotton prices, climatic conditions, and unfavorable developments in
neighboring countries, Burkina Faso will need to be prepared to strengthen its adjustment
efforts—in particular to tighten its {iscal position—if new shocks arisc. Because of the
observance of all the end-June 2001 and end-Sceptember 2001 quantitative and structural
performance criteria and benchmarks, as well as the continued determination of the Burkinabé
authorities to achicve the program objectives in the macroeconomic, structural, and poverty
alleviation areas as cvidenced in the PRSP progress report, the staff recommends
endorsement of the PRSP progress report and that the fourth review under the three-
vear PRGF arrangement be completed.
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Burkina Faso: Investment and Savings, 1993-2003
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Figure 3. Burkina Faso: External Seclor Devclopments, 1993-2003
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Figure 4. Burkina Faso: Fiscal Sector Developments, 1994-2003
{In percent of GDP)
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Figure 5. Burkina Faso: Social Expenditures, 1996-2201
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Figure 6. Burkina Faso: Distribution of Current Social Expenditures, 1996-2001
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Figure 7. Burkina Faso: Distribution of Capital Expenditures, 1996-2001
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Figure 8. Burkina Vaso: Primary School Enrollment Ratio, 1996/97-2003/04 1/
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Faso: Utilization Rate in Health Care Units, 1996-2003 1/
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Figure 11. Burkina Faso: Share of Infants Vaccinated, 1996-2003 1/
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Sources: Burkinabé authorities; and Fund staff estimates.
1/ Infants (0-11 months).

2 Tuberculosis.
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Table 1. Burkina Fase: Fund Position, July 2007 - December 2005

Ouistanding 2001 —2002 2003 2801 2-0(15

August 31,2001 Aug-Sep Oct-Dee Tan-Mar Apr-Tun.  bul-Sep. Oct-Dec. Jan-Mar. Apr-fon. Jub-Scp. Cor-Dec. Jag-Mar. Apr-fun. Mul-Sep. Oct-Der.  Jan-Mar. Apr-fun Inl-Sep. Oct Dec

(Milligns of SDR}
Total transactions (net) -0.96 1.08 .56 1.08 3.95 -4.52 -2.28 A 5} 239 -3 295 -1.25 207 -4.90 -1.43 -4.00 -2.63 =310

Disburscments 5.5% 5.59 5.9%
Repurchases/repayments

Repurchases

Enhanced Structual Adjusiment

Facilily (ESAF)Paverly Reduction

and Growth Facility (PRGE} repayme 0.83 4.20 .88 1.20 1.55 4.20 1 4.20 2.21 3.98 2.87 398 1.93 .64 255 36 2.55 287
Charpes and inlercst 0.08 0.3 ¢.08 o .03 437 .08 0,30 [ .29 0.08 n.z7 .03 0.26 N.08 024 9.08 0.23
Total Tund credit outstanding 1/ ' 092.20 2132 927 UE.82 932t 9728 D305 90.84 86.64 f4.43 80.45 T7.58 7360 7161 66.97 64,42 o067 5812 5524

Outsianding prrchoses
under ESAF/PRGF 52,20 9132 Lri| 182 23.21 91.25 93.09 91 R4 86 64 84.43 8045 77.58 73.60 71.61 66.97 64,42 60,67 8.2 55.24

{In pereentape of quola, unless otherwise indicated)

Tota} Fund credit owtslanding 1/ 153.14 151.6% 154.00 15253 154,84 PS4 134.50 150,89 14392 110.25 133.64 128.87 F22.26 (R30I RS 1a7.01 HL77 06,54 9177

Ouislanding purchases
under ESAFTRGE 153,18 151,62 154.60 152.53 154.84 161,34 154,56 13089 14382 14025 133.64 12487 12226 [i8.96 11125 107.01 100.77 96,54 a7

Memoragdum ifem:

Quata {in millions oL SHRs) H1.20 6020 60.20 60.20 60.20 6020 60.20 620 GE). 240 501,20 6U20 80.20 60,20 60,200 60,20 60,26 60.20 60 20 60 20

Saaiee:  IME, Treasurer's Pepartment,

1! Eod of period.

AN
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Tabie 2. Burkina Fasn; Seiccted Bvonomie and Finencial Indicarors, 199%-20035

1999 2000 2001 2002 20133 2004 2003
Prag Kew. Froi. Proj. Froj. Pruj,
Frog.

(Arnual pereentage changes, unless otilerwise spesifed)
GDP and prices

GDP at constant prices 0.3 2.2 6.3 6.2 5.8 5.7 53 35
CGDF deflator -2.6 0.6 il 3.7 2.0 2.0 0 2.0
Consumer prices {annual ave il 0.2 2.4 340 2.0 2.0 20 2.0
Consumer prices (end of perisd) 0.7 2.4 2.0 2.0 2.0 2.0 2.0 0

Monsy and credit
Nat demestic zssets (barking system) 1/ 36 R.3 3.8 6.2 4.2 12 4.9 £.2
Credit 1o the gevernment 1/ 14 4.8 -1 0.7 -3 =34 G.5 34
Credit to e private secior 17 1.9 8.1 5.G 33 5.0 4.6 4.4 3.9
Broad money (M2} 3.l -i4 78 0L 8.0 it 11.0 S
Veloctty (GUPIMD) 39 4.1 4.0 4.2 42 41 40 38

Extema; soetor
Caports (To.k.; valued in CFA franes) B -£.3 20.0 20.9 131 7.8 9.1 6.8
Imports (To.; valued in CFA {franes) ) -4.3 3.1 55 10.6 3.2 24 4.3 33
Volume of cxpurte : G -116 134 73 26.1 35 56 49
Velome of inpors 83 -138 4.4 5.2 42 25 3.0 3.9
Terma of e -4.9 -i1.2 6.7 2.4 3.4 4.2 2.0 .5
Real ange rate {deprecietion -) =20 -2

(in perecnt of GD2, uniess otherwise specifed)

Gross invastment 271 274 27.4 2.6 27.3 73 7. 751
Governman: 179 13,0 156 P57 tad 3. 13.6
Nengovernent secior 1462 124 11.8 129 131 13 14.5

Gross domestie savings a2 5.7 2 13 ja40 bl g0
Governmesnt savings B35 6.6 8.l 6.3 ] £S5 Eg
MNengovernment savings 07 21 2.1 37 &0 6.7 72

Gross nafional savings 43 132 4.2 14,4 18.4 19.8 .7

Central governren: finatces
Tax revenue 145 14.5 143 14,7 14.9 153
Zhomestic current cxpenditure il9 13.5 12.6 122 123 ita
Crverali fiscal baiance, exciuding grants =133 -13.4 -12.1 BtRS 5.7 -0
Gvezall fiscal balaces, including grants -4.0 5.0 -3.9 WA 233 -3
Basic balance 2/ 27 -7 -2.3 223 2.2

Excluding usce of HIPC Injtiative resources Ery) -1.4 -1.0 -1.0 -3 -9

Cxiernal sectos
Exports of goods and nonfactor services il.o 1.7 116 121 12.2 z
Imporss ol pouds and nonfucior services 25.6 200 207 268 247
Crurrent account bajance {excluding cwrent official transfers) -16.0 -16.8 -17.7 -14.6 S11.7
Cizrant aceount balasee fincluding current offionl wansfars) W28 -13.2 214 -10.4 79

FExtarnal deit indicators (hefore HIPC Initdative;
Debt-service ratic 3/ 07 Zd 4 178 200 19.9 17.1 170 15,9
Debt-service ratio 4/ 154 18.6 209 15.7 15.6 132 133 12.0
Gross official reserves (in months of imports) 5.2 4.4 4.6
Wominal stock of public deit 5/ 655 .7 397

Nomina! GDP {in billions of CFA francs) 1,538 1,541 1,714 [Ty 1,857 2,001 2,134 2,319

Sources: Burkinabe authoritiss; anc stali estunaies and projestions.

1
2/ Revenue, exciuding grens. mimas expendinures, exciuding foreign-financed investmert outlays.

3¢ v perconr of expons of goods and nenfactar serviees,

4 Raiie of public extemal debt service to government tevenue, excuding grants,

5/ Before nitintive for Heavily Indebred Foor Countrizs (dIPC Initiative) relief. Based on HIPC Initiative complesion poing and gecond decision pomt document.
{EBSO0/113; 6715431

in pergent of beginning-of-nariod bread money.
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Table 3. Burkina Faso: Consoliduted Operations of the Central Governmert, 1993-2003

1996 L00E June 2001 Sep. AT 2007 22 2103 2004 2005
Frog.  Frel, Trog. Bl Peog 1/ Fev Frog 1/ Frog. 1/ Proj. i/ Proj. 1/ Prop. 17

(Ta bl lions of CFA francs)

Toual vavenue nd grant 27 T 3640 045 1782 159.5 666 10,5 lea6 4373 4342 417 5029
Cuzrent ravanus 2/ 2363 7393 1344 TOEE 1878 16535 70 2545 W52 316 373
Tax Tevenus 2207 07 4 1280 030 1753 1543 481 2402 2894 2944 3508
Tncome and zrolits 53.7 614 47 4 89 534 423 713 6732 74.1 E1.0 96.3
Tipmestic gonds dnd services Lo& 4 977 533 512 B5S 734 1265 s 1040 1464 1744
Imerusticnal rade 551 332 237 190 K 291 44.0 443 532 581 133
Oither 53 & 3.4 239 54 47 7.4 74 51 .5 164
TNonwmK revenle 158 154 &6 5.6 12) 1.0 e 143 158 73 2006
Capitad revenue B [iR1] e8] 0.0 [rr) oo 0.0 04 o.p [H] 9.0
Crrants IR 446 6.6 %7 1.7 i 1435 144.8 1523 1418 11 e
Projest 1174 1287 80,0 &0E gs2 91.2 1215 12:5 nesy 1176 197.0
Progrzm 37 29 49 N 185 29 L 233 50 118 Lk
Zxpenditure and net lendig 3/ 2383 4108 2ix9 2196 3543 3274 4965 AE7 8 9.7 ArlE 549.0 EX R
Current expendiwses 180.6 19546 1145 1071 1733 1560 23L4 21%% 233 44 248 268.4
Wages and salaries Blg 539 466 46.% 682 £9.2 21" JEZ 1h1e w3 1113 1153
Cipods anid gervices 3 41.h 54 4.8 38 347 8.6 4E7 20 560 £0.3 649
Trerest paymens a7 15.6 62 6.9 7 12 173 1B.0 7% el 146 145
Domesic 15 13 09 | kN <0 50 33 &2 5T qz iz
Balemal 144 i1 53 L2 ] 87 8.4 122 7 ile r2 LF:3 24
Lutren; rangies 462 490 nz e 4%.45 ) 665 EIR 571 178 4 A48 20
Ofwlrich: roalrucIUning opecar pps 1.4 232 0.5 on 0.5 i1} 14 20
Of-which: refund of VAT eredivs 10 SOFITEX - 67 By
Gadaty net / ol and gz subdiciss - ER 14 52 2.2 7 3l 1.3 3.4 18 41
Tnvestmen: axpenditures 2574 342 mes 1S 1930 teral 1672 656 TTRE 2513 197.2 61
Temest:zal y fnancerd 534 PR s25 358 835 g5 98.0 175 R 154.3
Lfwhich . ta, eomponant 141 T B3 168 1286 215 PR PLEY) .2 243 77
Eaternal ly fmanced 1805 838 B35 140.5 134.5 B ) 1213 1814 1698 €20 1620
el {ending ol 1 0.5 Q.2 -1k -iLg 30 A1 10 -An 230 i)
Dwerall susplus/deficis (cumenizmen; basiz} 0.6 -67.1 -40.3 LR -60.8 B1:% -88.3 724 715 -1 “FLE
Eaciuding grante 207 1136 SNk GTES 1B -210.5 2134 A28 Pl N -208.9 -6
Basic balsnes 4/ 02 A28 214 360 264 462 -49.7 418 463 465 433
Tatluding use of HIPC 7esources -102 A28 A6 %3 P %) -2337 247 -17.7 -ipd Bd -2ba
Casin Tagig adusament 2.3 14 I3 36 0o 14.0 a2 -2 0. X o 0.8
Change i paymEnLs aTears 83 [uRE D3 a0 0o L] .0 oo a0 ] o or
Lomesis -B3 Q. 0.0 .0 0.0 LN co 2.0 i) 0.9 a0 oo
Exutnal 00 L 0.0 [Hg o0 pay 0o 3.0 o.n i3 . o co
Expenguures cammitled bu: oot paid 5 REY 49 i) 03 ok 53 uh -0 0.0 oo 6.0 0.k
Crange in easury's commi (nents Co 98 XY 150 o 22 2.0 -1 a0 T 0.0 a0
Qvegal deficin (cast basis) -2%.%8 2651 .10 -14.7 -64.8 -4 8 -36.0 R} -iz4 S1A Er ] 2720
Escluding grane -21vD 2128 RO G54 S17ES 1459 22298 -242.0 3245 <2151 JI0EF Eratiiva
Fmancing ayy 56.0 194 4.3 G4.8 498 EE.0 4 T4 A T2 T8
Fareign B B Jeb P} ni b T 953 L1C4 793 i a04 R0&
Drawings el 44 40.0 34.b 68 w42 1248 Yir7 .23 1313 157 X
Praject lotns 40 407 2E8 248 433 452 612 [ 625 518 50D 5.0
Adjugtment aidl HA 0.0 [t a0 248 Lt 424 RO 45 408 326
HTEC Initialive . T2 1L 53 167 an w22 216 8z 258 5
AmoTezalion Brl] -178 -i4.7 A7 Eraf] S1E3 -3 R ) -33.0 -30.% 351
Donestic Aoencing 24 50 Ay 03 A6 -9 =130 55 Rt 4 ED
Bank financing 12% 1%.8 24 4.2 6% 41 -5 -3 BENH )
Ceptral pank 145 0.6 -4 0.8 1A 14 Py BES] 25
Commertisl nanky B w23 -18 18 -4.7 -3 -38 05 w5 03
Nowbark finenaing 9.2 32 A4 EXH A5 -5.0 -1 3.8 -13.8 0.0
Crovernmant bends 135 54 4.5 4.0 -2 -10.0 ST -13E RS 100
FrivRuzalion FevEuE 37 146 1.6 it 0.8 EN] 9 100 o.r (]
Dzt under discusgion 6 42 8 20 og [ 40 a0 @3 i) VR 0.0
Eavors and amssion 0.7 -2 28 A ()] bo .
Finercing gap 0k 0o .0 00 0. 0o 0g o 0.0 [ [H
Iemarandum isens:
Of which. bealth and primsry educacion 7/ 538 39.6 o 784 777 844 2.1 100.3 1003
miliuary expendisure 257 2481 2R 4 284 283 295 g ané
‘I peretwt of GDP, wmiess oiherwise indiwcaled)
Tutal 1evenus and grans 9 pAN 2.8 9 233 0.7 318 plciv) 214 n7 132 219
Te 1BvEGUE 145 130 14.9 120 12.7 123 t45 140 45 147 40 151
Crams .3 2.2 E2 s 87 1.8 44 24 21 13 64 59
Expendituce and pel ieading Ey F A 6. 254 283 54 290 284 174 264 55 25
Current gapendiee % 125 134 123 133 12.1 e 128 126 12% mna 1.5
Ofwhich : Weges and selaries 54 57 31 54 5.3 54 34 57 55 52 L) 0
Intarest oe 11 2.7 0.8 0% 10 . . =0 ok o7 &6
Capizal expendie 174 15.0 123 1wy T5a 133 156 157 151 144 ] 13.6
Domesacaily Aranced 4.1 14 .5 26 4.1 1.8 a4 an 53 59 63 [
Fareigs nanced 136 Tt6 HE 104 e 10.€ 1°) 107 a8 [ 15 10
Oversll surplus’deficy. (CormiTrment basia)
Inciuding zts 43 23 47 EY| R 50 51 E¥ as a1
Eacludiug grants 137 “ba -12% 2137 126 134 BEE [108 57 1
Baogie Lalance 4f =14 RN 25 2. 2.2 -7 19 .23 22 i
TEachuding ust of HIPC regouries -1.6 1.3 -2 -15 13 -4 -4 1.0 38 R
[T —— oo a0 oo o0 0o 0.0 il s 0a 0o
SDP (i sillions of CFA francs) 1516 i 561 857 40 1,286 1,290 1,714 1,718 1,857 2,001 1,184 2319

Sourees: Durkmaid autnorites; and s:el¥ eatimates wid nrojeclions,
i/ [oetudes HIFC Tniniative resturoes.
2/ Revenue included Kxa on goada and services paid in the execwtion of public invesiment projects usng <hecla issusd by the treasuTy.
3/ On & commitment badis anc including ths tRa componeqt of tne peblis myestment [rojacs, which is paid by the weazury.
4f Revenue feacluding grants) minay expendituce, eacluding fereign-jinanced invassment ouciays.
5 Flaat duving the year, Deciine of sioek of expeaditurs sammiled uz nat paid : {-].
&/ Comentious debt under Megariatier wii non-Pares Club creditors.
7{ Eapiudmg Foreign-[nenced invegttnents,
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Table 4. Burkina Faso: Fiscal Impact of the HIPC Initiative, 2000-05

{(In billions of CEA francs, unless otherwise specified)

2004

2000 2001 2002 2603 2005
Proj.
Initiative for Heavily Indebted Poor Countries (HIPC Initiative) assistance given
A, Intersst due before HIPC Initiative assistance 13.1 127 . 116 10.3 9.4 9.4
B. Interest paid before HIPC Initiative assistance . 131 12.7 11.6 10.3 3.4 9.4
C., HIPC Initiative assistance on interest -
(as a result of stock-of-debt operation only) 0.0 0.0 0.0 0.0 0.0 0.0
D. Interest due after HIPC Initiative assistance i3.1 12.7 il.6 103 9.4 94
E. Amortization due before HIPC Initiative assistance 27.8 273 33.0 30.9 351 351
F. Amortization paid before HIPC Initiative assistance 278 273 33.0 09 331 351
G. HIPC Initiative assistance on amortization
(s a result of stock-of-debt operation only) 0.0 0.0 0.0 o 0.0 0.0
H. Amortization due after IIIPC Initiative assistance 278 273 330 308 35.1 351
. HIPC Initiative assistance provided as grants
(o cover debt service dus) 0.0 0.0 0.0 0.0 0.0 0.0
J. HIPC Initialive assistance as exceptional financing
{to cover debt service due) 7.2 216 25.2 259 28.1 28.1
Total HIPC Initiative assistance {C+G+1H) 7.2 21.6 25.2 25.9 28.1 281
Totel HIPC Initiative assistance {in millions of U.3, dollars) . 10.1 287 G 37.0 44.1 40.1
Net cash flow to the budget from HIPC Initiative
assistance { B+F-(D+H-I-1)) 7.2 216 252 259 281 28.1
Memorandum itsms:
Other donor flows 205.3 260.9 2392 250.8 225.2 2252
Total net external flows
(net external financing less debt service due) 184.4 2209 1946 208.8 180.7 180.7
Poverty reduction government expendituresl
Baseling pre-BIPC Initiative assistance expenditire projections 52.4 56.1 59.4 662 722 81.2
Post-HIPC Initiative assistance expenditure projections 59.6 777 B4.6 82.1 1003 106.3
Memorandum items:
Tax revenue (in percent of GDP) 13.0 14.0 4.5 147 14,9 15.1
Overall fiscal balance before HIPC Imtiative assistance
(in percent of GDP) -8 5.4 <53 -5.0 4.6 -43
Overall fiscal balance after HIPC Initiative assistance
{in percent of GDP) -4.3 -5 -3.9 -37 -3.3 -3.1

Sources: Burkinabé authoritics; and Fund siaff estimates and projections.

'Excludes foreign-finznced investment.



Tabie 5. Burkine Faso: Expenditures Financed by HIPC Initiative Resources, 2000-02

(In thousands of CFA francs)

2000 2001 2002
Health _ 2,514,605 5,330,000 9,87%,400
Wages and Salaries (basis health centers) 102,983 660,000
Expenditure on goods and services 952,372 9.449.226
Purchase cf generic drugs 295,000
Purchase of vaccines - 148,772 800,000
Strengthening of operational capacities of the Minisiry of Health 174,735
Fight against diseases and lack of micronutriments’ : 2,743,000
Traming of staff 199,226
Strengthening of the national sanitary infonnation system 80,000
Family planning 1,600,000
Primary care - 330,000
Liguidation of 1999 corumitments 427,865
Investments and Capital Transfers 1,459,250 3240774
Bujlding of Basic Health Centers - 2,710,774
Equipment for Basic Health Centers 1,250,250 330,000
Basic Education ané Literacy 2,873,834 9,850,000 9,777,600
Wages and Salary 74,770 -
Expenditure on goods and services 165,000 1,300,000
Purchase of food for school meals 730,000
Purchase of educarional matsrial 165,006 750,000
Investments and Capital Transfers 2,634,064 8,350,000
Building and repair of schools 2,343,064 3,620,000
Equiptent of schouls 297,000 525,000
Butiding of houses for teachers 2,700,000
Building of literacy centers 380,000
Building of drillings 975,000
Building of latrings 150,000
Rural roads 1,796,146 2,350,000 2,268,000
Environment and water - 50,000 50,400
Agriculture - 2,130,000 2,016,000
Shallow-water development 800,000
Purchase of seeds 450,000
Support for producers - 900,000
Livestock - 1,250,000 1,209,600
Overall use of HIPC Initiative Resources 7,184,585 25,000,000 25,200,000

Sources: STC-PDES; Ministry of Econonty and Finance; and staff estimates and projections.
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Table 6. Burkina Faso: Budgetary Expenditure in Social Sectors, 1996-2001

{Including HIPC Initiative Resources)

1996 1997 1998 1999 2000 2001
Proj.

{#Asa percentage of total expendibure)

Total social expendituze 207 20.1 0.6 19.4 22.
Cuarrent 11.7 112 111 114 2.2 3.
Capital 9.0 8.9 %.5 7.9 10.5 11.3
Health 11.3 9.5 8.6 e.1 9.4 9.4
Cuzrent sxpenditurs 43 4.5 4.6 4.6 50 5.0
Capital expenditure . 65 4.9 54 4.5 4.4 4.6
Domestie resources T 04 0.4 1.0 1.0 1.1 i3
External expenditure 6.1 4.5 4.0 1.6 33 3.1
Education 8.3 10.0 10.3 9.4 11.0 127
Current expenditure 6.1 6.1 5.2 6.1 6.5 7.2
Capital expsndinme 2.4 kR 4.5 3.3 4.5 5.5
Domestic resouress 0.5 0.5 0.7 0.7 0.5 2.
External expenditure 1.9 34 38 2.6 34 32
Women's welfare and other social expenditure 0.9 0.7 0.7 ] 0.8 . L5
Current expenditure 07 0.6 0.6 07 7 1.1
Capiial expenditure . 02 0.0 0.1 a1 a.1 0.3
domeslic resources 0.2 0.0 0.1 a1 0.1 0.3
extemal expendiize 0.0 0.0 0.0 0.0 G0 0.G
Rura] reads {capital} 0.0 0.0 0.0 0.0 1.1 11
Dameatic resources 6.0 0.0 0.0 0.0 0.4 0.5
Extemal funds 0.0 0.0 0.0 0.0 0.7 0.8
{As a percentage of GDP)
Totaf social expsnditure 4.5 4.9 4.9 5 6.2 7.0
Current 2.8 2.7 2.6 33 34 .
Capital 2.0 22 2.3 2.3 28 33
Health 2.3 23 13 2.6 2.6 2.7
Current expenditure 1.1 11 11 13 1.4 1.4
Capital expenditure 1.4 1.2 1.2 13 1.2 1.3
Dumestic resaurees 0.1 0.1 0.2 0.3 03 0.4
External expenditure 1.3 i1 0.9 1.0 0.9 0.9
Educazion 1.9 2.4 2.5 .7 3.1 3.6
Current expenditure 1.3 1.3 14 1.7 1.8 2.0
Capital expenditure 0.5 1.0 1.1 0.8 1.3 1.6
Darnestic Tesuurczs 0.1 0.1 02 0.2 02 0.7
Extemal expenditure 0.4 0.8 0.9 0.8 09 0.9
Warnen's welfare and other social expenditure 0z 4.2 02 02 0.2 0.4
Current expenditire 02 0.1 0.1 02 02 0.3
Capital cxpenditure 0.0 ; 0.0 0.4 0.0 3.0 0.1
Damestic resources 0.0 0.0 0.0 0.0 6.0 0.1
Baternal expenditure 0.0 4.0 0.0 0.0 .0 0.0
Raural roads (capital) 0.0 0.0 0.0 0.0 03 0.3
Domestic resources 0.0 0.0 0.0 0.0 0.1 0.1
Exrernal funds 0.0 G.0 0.0 0.0 0.2 0.2

Sources: Ministry of Econorny and Finance; and staff estimates and projections.
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Tahble 7. Burkina Fasc: Balance of Fayments, ] 995-2008

1999 2000 2001 2002 2003 2004 20035
Frog. Proj. 1/ Projectivns. U
{In hillions of CX A francs)

Exports, fob 1562 1464 1788 177.0 2002 a8 2355 231.6
Of whick: cotton 236 7i4 94,1 856 11€.9 125.3 141.3 149.3
gold 5.2 6.2 5.8 6.5 6.0 6.0 X 6.3
imports, fo.b, -157.4 S368.6 -396.9 -4l 3 -394.5 -404.1 BEIW -443.7
OF wihich: capita; gonds -125.0 -1322.8 -138.9 -14L.8 -135.0 -127.3 -124.3 -1243
Trade balznce -201.2 -232.2 -218.1 -230.5 -194.3 -188.3 -186.1 =152
Services and income (net) -82.0 -B6.5 414 =519 -31.4 -92.5 B35 591
Sarvices ~710.8 126 719 -20.0 784 ~80.8 -842 -4E8.2
Ineome -11.3 <140 131 -13.9 -13.0 =119 -11.3 139
Of which: inlstest payments -1 -13.8 -12.8 =135 -124 =101 -10.2 =55
OF which: budger -10.4 =121 2123 =127 -il6 -10.3 9.4 4
Curren? transfers (ast} 82.7 852 52.3 84.2 92.3 98.6 lel.s 1156
Private 39.7 20.% w0 20.1 i 0.3 29.4 334
Of which | workzors' remitlances (gross) 363 41.0 30.0 1040 240 284 36.4 g3
Officinl 439 333 £2.1 6d.1 773 8.4 821 26.2
Of which: budgetary (arogram grants) 37 iLs 21.0 233 331 306 06 30.6

Cuzrent aggount {defieil=-) ~1534.6 -2233 =2267 £240.1 -195.3 21822 -170.0

Excluding current official rrenslers -243.5 -278.2 -233.8 -304.3 -270.7 -260.6 -252.2
Capital transfers 1364 124.7 124.5 1245 122.0 115! 1103 1104
Project grasis 117.4 1217 121.5 121.5 115.0 112.0 107.4 107.0
Oiher capilal transfers 3.0 3.0 3.0 3.0 o 3 33 3.4
Finarcial operations 85.5 51.6 852 54.83 &1.5 545 &1 62.2
Official capital .0 294 Tia LI 524 747 50.7 30.8
Disbursements 92 60.7 042 116.1 a7l 1074 8.6 7.6
Praject loans 74.2 an7 613 &1.8 63.5 578 550 55.0
Program toans 161 0.0 42,4 543 24.5 49.6 326 26
Amorlization -26.2 -313 =338 2297 -34.7 -32.7 36,9 -36.8
{ whici: pudget -26.2 -27.8 S35 2173 =330 -30.9 235,1 2151
Private zapilal 3¢ 5.4 222 14.8 g4 4.1 4.8 10.6 1i.4
Errors and omissions -8.6 0.8 2.0 G0 0.0 {.0 c.0 0.7
Overalt halance -13.3 A3 -7 -20.9 -89 17.4 1.5 1.0
Finanzing 13.3 403 17.1 209 9.5 174 -1.6 -
Met fpreigh assets 9.; 305 -5.2 -15.3 -43.3 =287 -39
Net official reserves 215 8.7 -5.2 -15.3 -43.3 2297 220.1
gross uificial reserves 14.6 0.3 -3 -15.6 -322 <17.8 -18.8
HIF (net) 1.0 vy 6.1 0.3 il -11.9 -10.3
Use oi resources 16.3 5.2 15.3 9.8 0.0 3.0 0.0
Repayments -3.3 7.0 0.3 295 -111 W19 -10.3
et foreign assels, commercial banks -12.4 1.7 0.0 .0 0.0 0.0 [1E4]
Change in arrears (reduction= -} 0 0.0 0.9 Q.0 0.0 oo 0.0
HiIPC Inilialive 4.0 72 22,5 252 259 281 281
Debt under discussion 3f 432 26 0.0 4.0 0.0 0.0 0.0
Finanglng gap 6.0 0.0 X5 G0 0o 0.0 0.0

Memorendum ireme: {In percent of GDP, unless otherwise indicated)

Trade batance (deficie= -} -13.3 -182 123 =124 =105 -9.4 -8.8 -B.3
Cotion expart valume (thousands af metriz tons) 4.7 j08.5 112.9 1:18 184.6 172.% 121.1 185.2
Cusrent aceouat (defisit= -1 -12.8 -3 -13.2 -14.0 -10.4 -1 79 <74
Excluding current official transiers -16.0 .78 -16.8 -17.7 -14.6 -13.0 L7 -111
Owerzll Belance (deficii= -} 0o -6 -1.0 -1.2 -85 0a 0.4 0.0
Total debi-service ratio 47 330 3Ll 273 26.3 253 227 224 20.2
Drebit-service ratin (ratic to governmen! revenue) 143 16.% i} 15.6 13.9 123 12t 0.7
Grass internationsl reserves {in hillions of CFAF) 152.2 1713 1783 193.9 236.1 2439 2627
in menths of goods, c.i.f. 55 48 4.5 5.0 57 58 6.1
In months of puods and nonfactor services 5.1 44 4.2 4.7 53 3.5 34
GDP at current prices {in billions o[ CFAF) 1,518 1,561 1,714 1,718 1,857 208 2,154 2,313

Sources: Central Bank af West Aftican States {BCEAD); and stal estunates and projections.

1/ Based on lntest World Ecoromic Outtaak prajectines (WEO).

2/ Includes portlolio investoon? and foreign direst investmen!

3/ Cantentious delu in negotiation with non-Paris Club craditars,

4/ In percent of 2xports of goods and noafactor services,



‘I'able 8. Burking Faso: Tracking Delivery of ITIFC Initiative Assistane:

riginal and Enhanced Framework

{As of September 30, 2001)

e Onigmal Enhanced ——
Agreement to Delivery of Apreement to Apreement to Delibery of Dehbery of
provide HIPC camp. point provide HIPC provide inierim interim comp.point
relief? assistance begun?  relief? assistancec? asgistance bepun?  assistance begun?
Multilateral credilors nol reached
IMF yes ves yes Ves yes
1DA yes ey yes . ves yes
AMDBIAIDT yes ves yes yes ves
IFAD yes yes yes ves yes
EU ' Yunited ne yesy no no
OPEC Fund yes not yet ves pending 1/ no
BADEA limited yes yes pending 1/ no
ECOWAS no ne it} no no
FEGECE /a verily no 1o no
BOAD yes yoy ves ves yes
Islarnic Development Bank limited yes yes limited ‘i
Paris Club credilors
Austria yes yes yes VES yes
Russia ’ yes yes ves yes ves
France 2/ . yes yes yes ¥Cs8 yes
lealy 2/ yes yes yes yes yos
Netherlands 3/ ves _yes yes yes ves
Spain 2/ yes ves yes yes yes
United Kingdomn yes ves yes yes yes
Non-Panis Club bilateral credifors
Algeria no no B0 no no
China 1o no 1o no no
Kuwait 4/ no 1o yes pending 1/ no
Saudi Arabia no no pending pending pending
Libya no no o no no
Tawau Province of China no no no no B
Cote d'lvoire no Lo no no e

Commercial Credilors

Insipnificant not offered

not oflzred

Sources: Burkinabe authorities and staff estimales.
1/ Pending until completion pomit.
2/ Bilateral agreements not yet concluded.

3/ The Netherlands is providing 100 percent reliel] including on its commercial debt.

4/ The Kuwait Fund {or Arab Fconomic Development is considering providing 100 pereent debt reficl on pre-cutoft-date official development assistance loati§

“in line witlt similar initiatives frora Paris Club members.

6¢ -



Table 9. Burkina Fasoe: Monetary Survey, 1999 - 2005

1939 2000 2001 2002 2603 204 2005
Dec. March hune Gep. Dec March Margh June Sep Drec.. March  June E.ve_p_h .PDC_ "Dec'. o Dec.  Dec.
frog. Real. Projections Projectivng Projectiony
{In hiflions el CFA francs)
HNet foreipgn asgets 1615 1783 1448 1282 1258 1246 1282 1246 1254 1210 1265 1264 1271 1264 1418 185.1 2147 2438
Cenlral Bank of West ABjcan States (BCEAG) ¥/ alg BG.8 6LE 492 4.1 545 BU.5 54.5 479 4493 3.8 54.7 55.4 54.7 0. 1t34 30 ¥rza
Assels 192.2 192.0 1757 163.4 73 1758 738 1717 178.7 162.7 1783 154.6 134.6 1549 1939 2261 2434 262.7
Linbilities -100.3 -lo2i -i1z8 NETA 172 -1213 BT Bi -[232 -1ng -i1g4 1235 093 99,1 -hoo.z 1258 -ty -1y YT
Commerciaf banks 1/ 7849 8L.5 810 80.% TLT 0 677 T 57.6 7T T w7 T n7 7.7 7.7 7 7
MNet domestic assels 2253 2493 259.4 20 257.7 3015 Mz 2926 2623 1744 2815 2982 2845 2026 2984 3040 3280 61y
Wet domestic credit 7.0 2754 269.7 2824 2949 3149 3096 3050 2089 EIRN| g 3349 3212 3292 1155 3486 3646 3483
Hel crechl be gavernment 49.8 68.2 133 749 76.1 TR 798 747 B0 867 T8.6 8.6 8.5 76.4 V5 6119 61.09 63.09
Treasury 9319 167.7 121 (Ririr3 Hr 1174 14 B4 108.6 159 i08.5 108.5 {085 1063 [a54 904 34 5.0
BCEAL 60.4 4.1 310 #9.5 815 9.8 85.8 816 831 343 §2.1 874 82.! TO.9 e 651 64.2 I
Commetcial hanks 336 336 LN} 7 302 176 274 7T 26.4 256 26.4 W 264 6.8 259 5.4 249 4.4
Qther centrl povernment 442 2395 -38.8 -38.4 =376 =514 -¥le -6 7 -28 8 -33.2 299 -29.9 -29.9 -219.% -39 -9 -29.9 -19.9
Of which: projoet deposits 233 S237 24,4 <240 -18.6 179 -179 2227 172 2k -1z -172 172 -17.2 -17.2 172 -17.2 -17.2
Credil 1o the ecanomy 187.2 274 1954 2035 2188 2351 iy} 2303 2181 2244 2396 2363 2427 2529 2600 2802 LU 3334
G which. ciop credit 16.3 3490 295 16.0 28.5 4000 40,0 30.0 3540 0.0 250 50 150 15.60 271 m.2 315 348
Other ilems (net} -11B -163 -1¢2 -84 -3 <124 -35g -12.4 -36.7 =307 -36.7 -36.7 -36.7 -16.7 -36.7 36,7 -36.7 -36.1
Broad money IBEK 4206 4.2 4322 R3S 4240 3951 4172 RLEN) 552 4079 £24.6 4§73 414.0 AHLE 480.0 5426 HU5.6
Cfvifelr : cunrency in circelstwn 142.6 144.3 135.8 1308 1341 142.1 132.4 135.4 (RN 131.1 [rral 143.0 1428 i41.6 1319 1463 162.4 181.2
¢ i

Memorandum itens: {tn parcent of bepionmp-oi-period monsy stuck, unless otherwise ndicaled)
Nel foreign assels -2.4 20 -4.8 B8 W07 oy 0.6 0.3 il -2 6.2 a4 0,2 a4 33 9.8 6.1 54
Met durnestic asgets 5.6 62 B.H 125 53 50 35 9.1 1.2 44 6.2 4l 8 21 43 t2 4.9 €2
Net eredil o govermment 3.4 4.7 6.4 T4 6.8 -0.1 10 4 1.2 LB a6 0. 2 0.0 -0.5 0.8 =34 05 4
Credil to the econgmy 1.9 ?“2 2.4 42 81 44 2.9 3¢ -2 55 54 4.1 0.2 3.3 30 4.6 4.4 3.9
{anuua] perceninge chanpe) 39 168 44 87 168 £3 50 53 -0.3 26 9.5 T 1.3 5.6 85 78 7.6 1.6
Maney supply 11 82 40 3.5 -3 50 4.2 88 1.1 31 64 4.1 uy PN A 1.0 e 1.6
Currency velecily {GDP/hrood meoney) 19 4.1 43 4.2 1.1 4.0 J8

Sources: Barkinaht autharnities; and slail estinates and projectioms.

1/ 2040, the chunge innet Roveigy asseis dilfers Fom the apoun indieated in the bulance of paymerts becouse it includes the reveluntion of itabilires {o ihe IMF (CFAT 8.4 billioa),
which is oul {uken imo acevunt m the balance ol psyments.

- 0ot -



Table 10. Burkina Faso: Privatization Frogram

(In billions of CFA fraucs, unless otherwise specified)
Fercentage Cap.
Heid by Cap. Held by Porcenlage Jovernment's
Enterprises Seolor Goverumenl Capilal Governmenl of Total Residual Share Type of Salc Tiate of Transfer Sale Price
I. 1991-9%
1 SOBBRA Brewing Mlerper facguisition 1092 Merger facguisition
2 BRAKTNA Brewing 943 2,530,0:20,000 738,580,886 021 .00 Sale of shares 21-May-92 262,487,500
3 3BMC Tanning 48.99 699,000,000 342,440,100 031 0.00 Sale of sharcs 1-hmn-92 37,323 456
4 SBCP Leatler sl sking 50.00 1,000,006,000 500,000,000 045 2.00 Sale of shares 30-Fun-92 10,287,900
5 S[FA Motorcycles 32.00 §22 478,800 263,193,216 0.24 20400 Sale of shares 9-Mar-93 71,500,000
6 SOBCA Antomobile louns 100,03 540,000,008 500, K100 045 1855 Capital increase 29-har-93 Capital increase
7 SONAR Insurance 52.08 480,000,000 249,984,000 0.22 25.00 Sale nf shares 9-Sep-93 360,875,060
£ ZAMAPUBLICITE Advertising 10004 133,400,000 123,460,000 12 2500 Sale of shares 30-Sep-93 102,454,000
9 FASO-PLAST Plastics 34.60 681,460,000 235,764,400 024 700 Sale of shares 2-Nov-93 3{1,720,000
11 GMB Flour milling 4877 865,140,000 594,956,778 .53 24.60 Sale of shares 26-MNovb3 51,750,000
11 CIMAT Cement 7332 2,103,300,000 1,542,139,560 13y 32,80 Sale of shiates 25-Dec-93 1,29%,120,000
12 SOMAPIIARM Pharmaceutical producls 52.00 400,000,000 208,000,000 0.19 §.42 Sale nf shares 10-Ang-94 215,650,000
13 8CTB Ranl transport 3,375,000,000 Cperating concessinn 12-Dec-%4 Operating consession
14 FLEX FA3O Fruits 95.00 117,830,000 301,938,500 027 25.23 Sale of shares 25-Mar-95 160,000,000
15 SHSB-CIIEC Oils / soaps 4300 3,445,600,000 1,483,350,000 1.33 .08 I[nsiallment purchise 1-Jun-95 Inslailment purchase
16 BURKINA & SHELL Hydrncarben 51.00 253,980,080 129,529,860 01z 2500 Sale of shares 20-Jun-95 £25,500,000
17 CRPPA Local producis 10000 25,000,000 25,000,000 3.02 G0 Liquidation 1996
18 FASOYAAR General cumimerce 7154 2,20%,000,000 1,580,318,600 1.42 0.00 Liquidatinn 1996 .
19 RNTC-X9 Urban transport 100.00 1,100,000,000 1,100,000,000 0.99 25.400 Operaling concession 30-Jun-96 {oncession
20 FASO-TOURS Passenger fransporl 3800 N R 0.00 Sale of shares, for symhalic CEAF 1 23-hal-96 1
21 SINAC Shoes 100.00 200,000,000 200,010,000 013 .00} Liquidation 1997
22 SOFIVAR Agribusiness T6.67 300,004,000 230,010,000 0.21 0,00 Liquidation 1098
23 SOBEMA Enenicl 50.00 200,000,000 100,000,000 0.09 0.00 Ligmdation 1998
24 ONAVET Veterinary producls 10000 772,740,110 772,740,110 0.69 8.0e Liguidation 1998
25 CNA Agriculturol equipsnent 100.00 533,000,000 513,000,000 048 0.00 Liguidation 1998
26 SOSUCD Redined supar 3236 6,031,050,800 4,967,172,780 4,46 15.00 Sale of sharea 31-Fal-98 4,402,000,000
27 SOPAL Bistilling 9393 581,920,000 547,536,756 0.4% 7.86 Sate of shares 31-2ul-93 753,010,000
28 FEED-L.OT Meal 10n.00 ‘ransfetred (o MESSRS
29 ERINCEMA. Fauils and vegetables a0.09 ‘Transterred to MESSRES
30 MACCHOU Eruits and vegelables W Retumed {o gwnet
Tolal 16,777,055 486 15.07 9,483,667,857
L 1959
31 SNTB Transié 46.00 190,000,000 179,460,000 0.la 12.00 Sale of shares Mar-99 398,970,600
32 INB Printing 100.00 440,008,000 440,000,000 G40 18.00 Sale of slares Apr-99 325,000,060
33 SONACOR Rice giaming 94.80 H0E,000,000 544 800,000 0.49 0.00 Liquidation 9%
34 COMIK1 Mining 100.00 § 0.00 Liquidation Fun-9%
35 SONACAD Tiles 582 365,500,000 714,087,100 0.19 0.00 Liguidation 1999 »
Total 1,379,187,100 124 723,870,000
M. 2008 :
36 SAVANA Fruil juices 94.02 103,795,820 97,588,830 0.09 000 Liquidation Feb-00
37 SLM Renting 9692 717,800,000 817,145,760 073 5.00 Sale of shares Jul-00 1,084,019,200
3% SOCOGB Rea] eslate 3684 1,842,600,000 678,813,840 061 0.00 Sale of shares Trec-G0
39 AR BUREINA, Avialion 9075 35,004,000 34,912,500 0.03 14.08 Capital increase Dec-00 .
Total 1,628,460,930 1.46 1,084,019,200
[V, Enterprises currently under privatization
40 FASO FANL Texliles 7127 1,626,170,060 1,158.971,35% 1.04 0.00 Laquidation Mar- 01 e
41 SHG Hulels 104,060 2,154,510,000 3,154,510,000 1.94 0.00 Sale of assels Apr- 01 1,845,009,000.00
42 SONACIB Cinematopgrapliy 8216 350,000,000 287,560,000 026
43 CNEA Agricultural equipmend 100.00 1,500,000,000 1,500,000,000 1.35
44 ONATEL Telecomnmmications 100.00 12,104,000,000 12,00%,800,000 10.78 12,300,000,000.00
45 AIRPORTS Aitports 100,09
46 SONABEL Flectricity 100,00 48,097,071,777 A8,097,071 777 4370
477 SONARBIY Telroleum products 100.00 3,000,000,000 3,000,000,000 2.69
Total §9,198,113,136 6126 13,84% 000,000,090
Tolal (I T+ 0T+ TV) £7,982,816,652 79.03

- TI%
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Table 10. Burkina Faso: Privatization Program (concluded)

(In bifllions of CFA francs, unless olherwise specilied)

Percentage Cap.
Held by Cap. Held by Percentage  Government's
Enlerprises Seclor Govemment Chapital Gavemmen! of Tnlat Residual Share Type of Sale Dale of Transfer Sale Price

V. Residnal government porifolio

48 ONEA Waler 100.00 3,080,000,000 3,080, 000,000 277

45 SONAPOST Postal services/savings bank 100,00 2,580,000 000 2,590,000,000 13

50 CBMP Crokd 161.00 550,000,060 550,000,000 G.49

51 CGP 2/ Stabilization of rice prices 100.60 e . -

52 LONARB Lottery 100.00 £,000,000,060 1,01040,000,000 080

53 SONAGESS Management of buffer food stocks 160.¢D 200,000,000 204,000,000 018

34 MEDIFA Fharmaceniical 104,040 400,000,000 400,600,000 0.35

55 ONBAH Damsfirdgation 1080.00 808,000,800 BOG,000,000 072

56 ONPF ‘Wells and drilling L0004 1,156,270,000 1,154,270,000 1.04

57 SIBAM Axms 72.00 40,000,000 28,800,000 00

58 BUMIGER Munng 106.04 400,000,000 400,000,000 0.81

59 CCVa Aulemobile-- dechnicai controls 104.040 308,000,000 300,000,000 027

60 CENATRIN Coampuicr and data processing 100.00 183,819,000 183,819,000 0.17

61 BOTEL INDEPENDANCE Holels 106.00 828,000,000 828,040,000 074

62 RHOTEL SHMANDE Tatels 91.00 1,600,000,000 1,456,000,000 1.31

63 LNBTP Consteuction/ public works 100.06G 318,000,000 318,000,000 029

64 SONATUR Consiniction/ prblic works 106,00 10,000,000 10,008,000 0.01

65 SOPAFER Rail transpotd 100.00 1,000,600,000 1,000,008,000 0.90

66 BIR Banking 23.00 4,800,000,000 1,164,000,000 0.99

67 BCR Banking 50.60 3,300,003,080 1,650,000,000 1.48

a8 SGRB Banking 15.00 1,660,600,000 240,000,000 022

5% BICIA-B Banking 25,0 5,006,000,000 1,250,000,000 112

70 CNCA Banking 25.00 3,500,000.400 873,000,600 7%

1 30TRAD Ruoad transporl 2500 1,100,000,800 275,000,000 .25

T2 SITARAILL Railways 15.00 5,000,000,000 750,000,000 0.67

73 BOFIEX Coflow ginning 35.00 4,000,000,000 1,400,000,000 1.26

74 SBF Brick faolory 100.06 1,000,600,000 1,000,600,000 0.90 !

Tolal 23,344 859,000 2097 I~
Grand Totad (I+ W+ T+ TV + V) 111,327,705,n52 100.60 v

Source: Rurkinabé aulhonties.

1 Sale of celluiar phone liconses in early 2000,
2/ The conpany’s aclivilies are (o be redefined,
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Table 11. Burkina Faso: Compliance with Regional Integration Under the WAEMU, 1997-2005

{(In percent)

Ratio 1957 1958 1999 2000 2001 2002 2003 2004 2005
Est. Proj. Proj. Proj. Proj. Proj.
Primary criteria
Basic fiscal balance /GDF 1/ 2 © 0.5 0.5 0.7 -1.8 -0 -1.0 -0.9 -G.9 0.9
Inflation (annual average} <3 2.3 5.0 -1k -0.2 3.0 20 2.0 20 2.0
Total delbt/ GDP 2/ < 70 60.0 9.0 0.9 62.1
Domestic arrears / GDP 5 0 0.0 0o -0.5 0.0 0.0 0.0 0.0 0.0 0.0
External arvears / GDP < G 0.6 0.0 0.0 0.0 0.0 0.0 0.4 0.0 0.0
Secondary criteria
Wages / fiscal revenue 1/ 5 35 40.7 382 37.4 42,8 40.5 38.0 364 34.6 320
Domestically financed 1/
investment / fiscal revenus = 20 236 289 298 26.3 29.6 307 347 36.3 81
Current account deficit, )
excluding trensfers / GDP < 5 -129 =45 -15.9 -17.9 -17T -14.6 -13.0 -117 ;i1
Fiscal revenue / GDP » 17 12.0 121 124 13.0 4.0 145 14.7 149 153

i/ Excluding use of HIPC Initianve resources.
2/ External debt only. Based on HIPC Initiative completion point and secon

d decision point document (EBS/00/113, 6/19/00}.



Table 12.

Burkina Fase: Income and Social Indicators

fiem Unit of Measurement Tatest Single Year
1975-79  1980-83 1963 1990935 1594 1697 19908 19938 2600

Popuiation Thousands 6,202 7,881 10,377 16,688 11,009 10,339 ‘11679 11,900
Populatien growth vaie Annual aversge in percent 2. 26 2.9 3.0 3.0 30 2B 2.8
Tartal festiiity rate Rirths pgr woman 7.0 7.5 6.9 6.9 4.9 &8

Urban 4.4

Rural 73
Poverty and equity
National poverty line CFA franes 43,099 72.6%0
Malional head count index Percent 07 population 44,5 453

Urban 104 15.9

Rural 5t 0.7
GDP per capita 11.5. doilars 150 180 234 237 217 229 208 206
Share of income of censwmpLion

Laowest quinile Parcent ol income 3

Higihest quintle Pereent income 56 &3
Gini coefficient 0.63
Social indicators
Gross primary school enrollment rate

Taoral Percent of schaol-age grovp 16,0 29.0 38.0 g4 39.5 40.5 41.32 43.3

Male Percent of schoal-age group 2.0 36.0 47.0 463 47.3 48,0 47.7

Female Peocent of school-age group 12.0 21.0 100 27.8 322 33.6 34.6 KRR
Access o safe water .

Total Pereent of population 250 354 85,0 65.0 78.0 TR0

Urhan Percent of pupulation 934 93.4

Ruml Percent of populetion 58.1 38.1
Acess 10 adeguate sanitation Percent of populaticn o

Tatal 18.1 18.1 18.0

Urbhan 553 553

Rural 1 9.1
Child (under 5} malnutrition rate Percert of age group

Height for age 1/ 43.3 29.4 29.4

weight for age {emaciation} i3 13.3
Life expeciancy at birth Yeurs 41.1 44.9 52.0 520 52.2 512 524 240
[nfant tmartality rate Per 1,000 live dirths 137.0 1170 93.7 937 98.0 105.G {04.0 104.0
Under-5 mortality rate Per 1,000 live births 214.0 214.0 215.0
Adult mortalizy Per +,000 population 24.6 %9 1R.1 16.4
Birth assisted Percant 41.5 329 2659 2710 340 32.1
Maternat martalicy rate Per ' 00,000 live births £00.0 .366.0 939.0 g30.0 930.0 .
HIV prevalence Percent of population 7.0 T2
Medical personne] availabilicy

Dgotar Feopls per dactor 28,673 29,815 20,589 23,308

Midwife Peaple per midwife 23,310 29,8597 25,563 25,008

Sources: Warld Bank, Secla] fndicators af

|/ Percent of children in age group fur which the weight-lo-age ratio s less than

Development, 199§, and World Bank and IMF staff estimates,

-2 standard deviations betow the reference sample mean.
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QOuagadougou, November 2, 2001

Mr. Horst Kéhler
Managing Director

International Monetary Fund
Washington, D.C. 20431

Dear Mr. Kohler:

1. On behalf of the government of Burkina Faso, and in the context of the fourth
review of the program supported by an arrangement under the Poverty Reduction and
Growth Facility (PRGF) approved by the Executive Board of the International Monetary
Fund on September 10, 1999, [ am pleased to forward you the memorandum on economic
and financial policies for 2001-02 (July —June). The memorandum describes progress
made in implementing the program thus far in 2001, updated objectives for end-2001 and
for 2002, and the policies to be implemented to achieve these targets.

2. The 2001 program has been implemented in the context of lingering growth in the
first half of the year, following the downturn of 2000. Nonetheless, expenditure cuts
made it possible to offset a shortfall in tax revenue, and all the end-June 2001 quantitative
and structural performance criteria, benchmarks, and indicators were met, except for the
indicator on the level of tax revenue.

3. Owing to the rigorous implementation of the program, the end-Septcmber 2001
quantitative benchmarks and structural performance criterion have also been observed. In
particular, the National Savings Bank’s deposits at the treasury were securitized on
September 21, 2001 (a structural performance criterion by end-September 2001). For the
year as a whole, the government is determined to achieve the programmed overall deficit
target by offsetting the projected fiscal revenue shortfall (estimated at 0.5 percent of
GDP) and an upward revision of the wage bill (0.4 percent of GDP) through expenditure
culs equivalent to 1,1 percent of GDP, while safeguarding priority poverty reduction
expenditure. To strengthen tax receipts, the government has also decided to increase
excise taxes on gasoline and to introduce an excise tax on diesel oil.

4. The outlook for 2002, during which important legislative elections will be held,
remains favorable. The draft 2002 budget is in line with the program objectives. In
particular, the overall fiscal deficit (commitment basis) will be kept to about 4 percent of
GDP. The government remains resolved to carry out all the reforms and measures
conlained in the program. It considers that the policies and measurcs described in the
memorandum are adequate Lo achieve its program objectives, but it is ready to take
further measures that may prove necessary for this purpose. During the period of the third
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annual PRGF arrangement, the government will consult with the Managing Director cn
the adoption of any measure deemed appropriate, at its own initiative or whenever the
Managing Director requests such a consultation. In addition, after the period covered by
the third arrangement and while Burkina Faso has financial obligations to the Fund
arising from loans granted under this arrangement, the government will consult with the
Fund periodically, at the government’s initiative or whenever the Managing Dircctor
requests a consultation on Burkina Faso’s economic and financial policies.

5. As described in the memorandum, debt-service relief obtained since reaching the
completion point under the original Heavily Indebted Poor Countries (HIPC) Initiative
and the interim assistance obtained under the enhanced HIPC Initiative have been
allocated to the priority poverty reduction programs contained in the poverty reduction
strategy paper (PRSP). These resources, as well as stepped-up action on the part of the
government with respect to poverty reduction, made it possible to meet all the policy
reform conditions for the enhanced HIPC Initiative completion point by March 2001. A
first PRSP progress report was finalized in October 2001 after broad consultations with
civil society and the country’s development partners.

6. The government solicits the continued support of the International Monetary Fund
to help it meet its program objectives, including through the completion of the fourth
review under the PRGF arrangement. Also, the Fund will, together with the government
of Burkina Faso, complete a fifth review of the PRGF-supported program by

June 30, 2002, so as to monitor progress made in its implementation, As in the past, the
government consents to publication of the International Monetary Fund staft report.

Sincerely yours,
/s/

Jean-Baptiste Compaoré

Deputy Minister to the Prime Minister
in charge of Finance and Budget

Ouagadougou, Burkina Faso

Attachments: Memorandum on economic and financial policies for 2001-02 and
technical memorandum of understanding
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ATTACHMENT 1

BURKINA FASO

Memorandum on Economic and Financial Policies for 2001-02
November 2, 2001
1. PROGRAM IMPLEMENTATION DURING THE FIRST SIX MONTHS OF 2001

1. Despite some slowness in the economic recovery during the first half of 2001 as

the result of the poor cereals harvest at end-2000, Burkina Faso resolutely pursued the
implementation of its program for 2000/01, supported by the Poverty Reduction and Growth
Facility (PRGF), as described in the memorandum on economic and financial policies of
June 6, 2001, The government also stepped up its poverty reduction program, as outlined in
the poverty reduction strategy paper (PRSP). It allocated to priority programs increased
budget resources, debi-service relief obtained after Burkina Faso had reached the completion
point under the original Heavily Indebted Poor Countries (HIPC) Initiative, and interim
agsistance received under the enhanced HIPC Initiative, As a result, Burkina Faso had
alrcady met all the policy reform conditions for the completion point under the enhanced
HIPC Initiative by March 2001 and strengthened the country’s health and education
coverage. Thesc developments are described in the first progress report on the PRSP,
finalized in October 2001 after broad consultations with civil society and development
partners.

2. The weak growth of 2000 depressed fiscal revenue during the first half o£2001.
Faced with this shortfall and a low level of budgetary assistance in the early part of the year,
the government appropriately slowed the rate of expenditure commitments. This enabled il to
meet all quantitative performance criteria, benchmarks, and indicators at end-Junc 2001, with
the exception of the tax revenue indicator. All the end-June and end-September 2001
structural performance criteria and benchmarks were also met. By end-June 2001,

the interconnections between the civil service and payroll databases had been completed, and
a centralized database lo monitor social expenditure and outcomes had been set up. The
National Savings Bank’s deposits at the Treasury were securitized on September 21, 2001,

3. The subdued growth and consumption in the first half of 2001 adversely affected
revenue, Tax rcvenue totaled CFAF 1030 billion (12 percent of GDP), against a target of
CFAF 128 billion for that period. Income and profit tax revenues were particularly affected,
ending up approximately 30 percent below forecast. As a result of a freeze in commitments,
current expenditure totaled CFAF 107 billion (12.5 percent of GDP), approximately

CFAF 7 billion (0.4 percent of GDP) below the program target. This outcome also reflected
smaller-than-expected subsidies on petroleum products. The end-June indicator on
expenditure on wages and salaries was met. Domestically financed capital expenditure was in
line with projections, Overall, the basic and overall deficits (on a commitment basis,
including grants) were larger than forecast and some cash-flow pressures led to a substantial
increase in deposits with the treasury. In light of the relatively low level of external support,
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the government financed the deficit through a CFAF 9.4 billion issue of treasury bills in
February, while observing the performance criterion on net bank credit to the government.

4, The money supply and credit to the economy were stable during the first half of 2001.
Bank portfolio soundness deteriorated slightly during the first half of the year, as some banks
had not yet provisioned new doubt{ul claims. The key prudential ratios of the West African
Monctary Union (WAMU) were nonetheless observed. One of the main local banks, which
had experienced management problems, replenished its capital as recommended by

the WAMU Banking Commission. Microfinance institutions (the network of credit unions
and other local networks) continued to develop, in particular through a stronger concentration
in cities, as illustrated by a 38 percent rate of growth in deposits in 2000, By contrast, credit
declined by 26 percent, resulting in some excess liquidity, which was for the most part
deposited with local commercial banks.

II. OBJECTIVES AND POLICIES FOR END-2001

5. Real GDP growth is estimated to be slightly above 6 percent in 2001,

as projected in the program. Stimulated by an increase in producer prices of

approximately 18 percent (including the bonus payment), along with propitious rainfalls,
cottonseed production is expected to grow by 45 percent to 400,000 tons. This abundant
harvest should increase the revenue of cotton growers (about 18 percent of the population) by
approximately 73 percent, contributing significantly to poverty reduction in rural areas.
Moreover, as a result of the anticipated good cereals harvesl, the primary sector can be
expected to grow by 8.6 percent after a decline of about 4 percent in 2000. By contrast,
reflecting a slow recovery in economic activity during the first six months, the secondary and
tertiary sectors are expected to grow only moderately. Because of cereals shortages,
consumer prices had risen by 4.9 percent on a year-on-year basis by end-September 2001.
However, with the expected decline in cereals prices in the last quarter of the year, the
average increase in consumer prices should be about 3 percent in 2001, as originally targeted.
The GDP deflator is projected to increase by 3.7 percent. Despite an Increase in public
investment financed by external resources, combined with a slight inctease in private
investment, the savings-investment balance should improve slightly to 14 percent of GDP,
compared with 14.3 percent in 2000,

6. The external current account deficit, excluding grants, is projected to decline

to 17.7 percent of GDP in 2001 (14 percent of GDP, including grants) from 17.9 percent
of GDP in 2000. The increase in export rcceipts, owing to higher prices and larger volumes
of cotton exports, is expected to be offset by the substantially higher-than-initially projected
level of imports on account of higher petroleum prices. In addition, the increase in official
transfers would be offset by a drop in workers’ remittances. The overall deficit is expected to
be only half the level in 2000 on account of larger external disbursements, thereby leading to
an accumulation of gross external reserves of CFAF 7 billion.

7. On the fiscal policy side, the decline in revenue projected for the rest of the year
will be balanced by a decrease in nonessential expenditure to achieve the programmed
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deficit. To secure a tax revenuc level of 14 percent of GDP (which would be 0.5 percent of
GDP below target but up by ! percent of GDP from the level achieved in 2000), the
government has, inter alia, increased the tax on petroleum products (TPP) applicable to
premium and regular gasoline and introduced a TPP on diesel oil in October 2001. The direct
impact of the increase in petroleum taxation on poverty will be limited, as it primarily affects
more affluent households, and as socially sensitive products (kerosene and butane gas) will
remain exempted. Nonetheless, the government will rcgularly review the indirect effect of
this measure on poverty, including through its impact on transporiation costs. Moreover,

the government is undertaking a full tax census and will intensify its efforts to expand the tax
base—actions that are expected to have positive effects on revenue before the end of

the year.

8. On the expenditure side, the freeze in commitments, which generated savings of
CFAF 7 billion during the first half of the year, will be continued, resulting in savings
totaling CFAF 12.5 billion (0.7 percent of GDP), compared with program projections; at the
same time, the priority sectors of health, education, and rural development will be protected.
While the wage bill for the full year has been revised upward by 0.4 percent of GDP to
accommodate new hiring in the social arcas {in particular education and health) and some
retroactive wage and indemnities adjustments linked to the new salary grid, petroleum
subsidies have been revised downward by 0.3 percent of GDP because of the decline in
international prices; meanwhile current expenditure will be cut on a cumulative basis by

0.8 percent of GDP through contingency measures. Special attention will be paid to refunds
of value-added tax (VAT) credils owed to the cotton company (SOFITEX) for prior and
current fiscal years, which amount to at lcast CFAF 6.7 billion. Capital expenditure, devoted
essentially to the priority sectors, will be in line with projections. In addition, projections
indicate that, on a commitment basis, the sharc of budget expenditure (excluding external
financing and HIPC Initiative related resources) allocated to the health and education sectors
will amount to 13.4 percent and 16,2 percent, respectively, as targeted in the program
(compared with targets of 12.4 percent and 15 percent in 2000) (Appendix I, Table 2). In
addition, to offset the shortfalls in the mobilization of resources freed as a result of the HIPC
Initiative and to ensure that the poverty reduction program of the PRSP is implemented in its
entirety, CFAF 3.4 billion in budgetary grants will be used to finance the HIPC Initiative
2001 expenditure program, which will therefore amount to the CFAF 25 billion initially
provided in the PRSP,

9. Because the lower revenne was offset by expenditure cuts, the overall deficit (on
a commitment basis, including grants) will be limited to the programmed level of about
5 percent of GDP. Excluding expenditure financed by the HIPC Initiative, the basic deficit’
of 1.4 percent of GDP will be slightly lower than in 2000. A higher-than-expected
mobilization of external assistance will allow for some reduction in domestic debt at the level

! Defined as total revenue, excluding grants, less total expenditure, excluding externally
financed investment expenditure.
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of the treasury. Also, the decline in domestic banking indebtedness has been revised to
CFAF 5.2 billion, slightly larger than the projected level, to take into account the first
scheduled repayments under the securitized postal debt.

10.  The government has pursued its objective of improving public expenditure
management. In 2001, the government has promptly paid its water, electricity, and
telephone bills. It has also finalized the settlement of all balances still owed to the related
suppliers by securitizing the last remaining balances owed to the electricity company
SONABEL, in September 2001. In addition, to improve cash-flow management, the treasury
is continuing its efforts to reduce the number of deposit accounts in its books, following

the sharp increase in the number of accounts in recent years, particularly by closing out
private sector accounts. So far, 230 accounts to be closed before end-2001 were identified,
and 14 accounts of private depositors have already been closed. In addition, the structural
performance criterion at end-September on the securitization of CNE (Postal Savings Bank)
deposits with the treasury was met on September 21, 2001, thus restoring the liquidity of the
CNE and allowing for reentry of the CCP/CNE into the clearinghouse.

11,  The money supply is projected to expand by 6.4 percent in 2001. Domestic credit
should increase by approximately 8 percent, reflecting a very slight increase in net credit to
the government and a rise in credit to the economy of approximately 9 percent. Following
the delays observed during the first half of the year, crop credits should be repaid on
schedule. Moreover, the government will comply with the decision to be taken by

the WAMU Council of Ministers in December 2001 concerning the repayment of statutory
advances from the central bank.

12.  Inthe area of structural reform, substantial progress was made in improving
public expenditure management with the assistance of the World Bank. The Budget
Management Improvement Plan (PRGB), which will serve as a frame of reference for budget
management reform, was adopted by Burkina Faso’s Council of Ministers in

September 2001. This would include more effective expenditure programming, enhanced
discipline and transparency, and the strengthening of expenditure control, In this regard,

the government plans to accelerate the establishment and beginning of operation of the four
courts that will be replacing the Supremc Court.” In light of the importance of the Audit
Court for monitoring budget management, the government will ensure that the required
administrative and institutional steps are taken so that this court is fully operational by end-
December 2001 (a structural benchmark under the program). Efforts will also be made to
ensure that reliable treasury balances and operating accounts, which are essential for

the Audit Court to examine the government’s financial situation, are available. Preparation of
the Budget Review Law (loi de réglement) for fiscal-year 1999 is well advanced, and the act
for fiscal-year 2000 should be finalized more quickly than in the past as a result of the
interconnection of the various financial computer software programs involved.

2 Council of State, Constitutional Court, Supreme Audit Court, and Court of Cassation.
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The government also intends to finalize the Country Financial Accountability Assessment by
end-2001. In addition, the action plan concerning the capacity of budget management to
monitor HIPC Initiative related expenditure and other outlays earmarked for poverty
reduction, which was developed with technical assistance from the IMF, is being
implemented.

13.  Progress has been made with the National Good Governance, parlicularly through
the continued consultations among the government, private sector, and civi! society. The
reform program of the judiciary was finalized and discussed with development partners in
June 2001. To solve the problems related to the awarding of public contracts identified
during surveys by the National Institute of Statistics and Demographics (INSD), the reform
of public contracting procedures will be finalized by the end of the year. Furthermore,

the anticorruption unit cnvisaged in the PRSP will become operational by end-December
2001 (a structural performance criterion under the program). The unit will be independent of
the government and will have the jurisdiction to investigate and review cases and to refer
them to the competent judicial authorities,

III. OBJECTIVES AND POLICIES FOR 2002

14. 2002 will be marked by a difficult international environment, in particular by
falling cotton export prices; at the same time, important legislative elections will be
held. The farmers’ keen interest in increasing land areas planted with cotton and related
cereals, particularly in the new zones open to these crops, is something that the government
aims to preserve as a kcy factor in the fight against poverty. In close collaboration with the
cotton producers’ associations, the government intends to continue to offer farmers a
profitable price while ensuring the financial equilibrium of the sector. Accordingly, the
government remains confident that cottonseed production could increase by approximately
5 percent in 2002, and the primary sector by about 4 percent. As a result of the positive
spillovers of the abundant cotton and cereals harvests expected for end-2001, the secondary
and tertiary sectors are expected to increase by 7.5 percent and 6.5 percent, respectively, All
in all, GDP growth is projected at 5.8 percent in 2002. With the abundant availability of
foodstuffs, the inflation rate is projected at an annual average of 2 percent. For the period
2003-03, real GDP growth should increase on average by approximately 5%z percent per
annum, and include an uptick in private sector investment.

15.  Inlight of the uncertainties linked in particular with low international cotton prices,
the government reviewed its downside risk scenario for 2002 and the medium term

(i.e., lower cotton and cereals production and a continued low level of workers’ remittances).
Based on these assumptions, real GDP growth should reach only 4.9 percent in 2002 and

4.6 percent, on average, in 2003-05. The savings-invesiment balance will detcriorate.
Beginning in 2003, the lower level of cotton exports and workers’ remittances should cause a
widening of the external current account deficit. The overall fiscal balance will show

the emergence of financing gaps; however, these will be sustainable and financeable through
a mix of domestic adjustment and some higher level of financing.
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16.  With regard to the balance of payments for 2002, the substantial increase in

the volume of cotton harvested in late 2001 but exported in 2002 should lead to a sharp
recovery in exports. The expected decline in petroleum prices and in the exchange rate of the
dollar against the euro should result in a modest decline in the level of imports. Hence,
notwithstanding a further decline in workers’ remittances, the current account deficit,
excluding grants, is expected to improve by 14.6 percent of GDP (10.4 percent, including
grants) as against 17,7 percent in 2001. The overall deficit is also projected to improve,
leading to an accumulation in official reserves, projected at approximately CFAF 15 biilion,
In the medium term, the current account deficit is projected to continue to decline, mainly as
a result of an expected increase in cotton exports in the baseline scenario.

17.  The fiscal policy objective for 2002 and the medium term is a gradual reduction
in the basic and overall deficits, with a view to limiting government borrowing.
Consistent with this objective, the basic deficit (excluding HIPC initiative resources)
will be kept at around 1 percent of GDP, and the overall deficit (on a commitment basis
and including grants) at about 4 percent of GDP in 2002. Tax revenue is projected at

14.5 percent of GDP, an increase of 0.5 percentage point of GDP compared with 2001,
reflecting the upturn in growth, as well as a number of new measures in the area of domestic
taxation that the government intends to submit to parliament in the 2002 budget exercise. In
particular, to offset the weaknesses observed in recent years, the government plans to assign
the collection of the tourism development tax to the tax directorate (DGI). In addition, to
adhere to the West African Economic and Monetary Union (WAEMU) regional norms, the
thresholds for income taxes and the VAT will be revised downward. The necessary steps will
be taken so that VAT credits would offset VAT liabilities on receipts (a benchmark for end-
December 2001 under the program). The government will also undertake a study to subject
the hydrocarbon transport sector to the VAT. If the downward trend in petroleum product
prices continues, the government will consider increasing the rates of the petroleum product
tax during the year to protcct revenue levels,

18.  Current expenditure (excluding HIPC initiative resources) is projected at CFAF

223 billion in 2002, a slight decline as a percentage of GDP (to 12 percent of GDP, compared
with 12.2 percent in 2001). There will be no gencral wage increase in 2002; the wage drift
and some recruitment in the social sectors should account for about a 3 percent increase in
the overall wage bill, and an allowance was added for the planned adjustment in indemnities.
As part of the fight against poverty, expenditure on basic education and decentralization will
be above the average increase in expenditure, By contrast, current outlays allocated to the
presidency and defense will be held well below the average increase in expenditure,
correcting the sharp increases recorded in recent years, The government will pursue its policy
of promptly paying its water, electricity, and telephone bills, and will not incur any arrears in
this area. A slight increase in capital expenditurc is projected as a result of a special effort to
mobilize domestic resources for investment, particularly in areas relatcd to poverty reduction.
Tn this connection, expenditure will encompass HIPC related resources lotaling

CFAF 25.2 billion (1.4 percent of GDP). All in all, a substantial planned mobilization of
external assistance will enable a further reduction in domestic indebtedness. In addition,
efforts planncd by key donors to improve the intra-annual distribution of external aid
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disbursements should make it possible to avoid the liquidity problems experienced by the
treasury in the past.

19.  In light of the importance of regional integration for a landlocked economy such as
Burkina Faso’s government will make every effort necessary to comply with the directives of
the West African Economic and Monetary Union (WAEMU). Mindful that the country will
be unable to meet all the convergence criteria by end-2002, the government will strive to
comply within a reasonable time frame, In accordance with the WAEMU directives that arc
expected to be issued following consultations with the World Trade Organization, it will
reduce the still substantial list of products subject to administratively set customs values,
which was reviewed in May 2001, In addition, to supplement the substantial progress already
made in this area, the government will continue to adapt its national legislation to comply
with the five directives for harmonization of the government finance statistics and the
accounting and legal framework. In particular, the computerized government accounting
framework will be fully operational by end-2001. Moreover, progress is being made to
improve the statistical base of the decentralized entities and autonomous agencies—a
necessary step to widen before end-2002 the coverage of the summary table of financial
operations (TOFE).

20.  Inkeeping with the monetary policy objectives of the Central Bank of West African
States {(BCEAQ) directed at consolidating the union’s international reserves and maintaining
a leve! of inflation in linc with that of the anchor currency, the money supply is projected to
expand by approximately 8 percent in 2002, thereby keeping pace with nominal GDP
growth, Credit to thc government is projected to decline slightly and credit to the economy to
increase by approximately 8.5 percent, consistent with projected trends in economic activity.
With a favorable cotton harvest, it is expected that crop credits will be repaid on time and
residual balances from earlier growing seasons cleared. The banking system will be
strengthened further, particularly through increases in bank capital and reserves, and banks
will endeavor to comply with the new capital adequacy ratio that will become effective on
January 1, 2002, The government will continue to promote sound development of
microfinance, including through a strengthening of the supervision capacity. To implement
the WAEMU Council of Ministers’ decision to eliminate statutory advances from the
BCEAO and to permit full substitutability between bank financing and bills or bonds issued
by the treasury on the national or regional financial market, the performance criterion on the
change in net bank credit to the government will be replaced from 2002 onward with a
performance criterion on net domestic financing (bank and nonbank), The indicative ceilings
under this new performance criterion are set at CFAF 11.5 billion at end-March 2002, and
-6.3 billion at end-June 2002.

21.  With support from the World Bank, the privatization program will be pursued

in 2002. After the privatization of the railroad hotel company (SHG) and the national film
company {SONACIB), scheduted for end-2001, the first wave of the privatization program
for 2002 includes three companies: the national agricultural equipment center (CNEA),
following its merger with APICOMA; the management of the airports; the
telecommunications company (ONATEL); and, in the energy sector, the opening of the
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capital of the electricity company (SONABEL}Y and the petroleum distribution company
(SONABHY) to private investors, When thesc opcrations have been completed,

47 enterprises, representing 79 percent of the government’s original portfolio, will have been
liquidated or sold. The remaining 21 enterprises will form part of the second wave of
privatizations, which could begin already in 2002. In addition, the government will accelerate
studies on the interconnection of the electricity grid with the grids of certain countries in

the subregion, with a view to rapidly reducing the cost of electricity in Burkina Faso.

22.  The reform of the cotton sector continues. The government is undertaking a study
on the financing of cotton inputs, an activity from which SOFITEX mntends to withdraw as of
the 2002/03 season. The various industry participants will remain vigilant and take timely
steps to restore equilibrium in the sector if such steps are required by developments in
international cotton prices. These might include a call for increased donors’ assistance to
finance some subsidization of the producer price, so as to minimize the social impact of a
decline in prices.

23.  Following the adoption of the new merit-based promotion system, the civil service
reform will continue. Special emphasis will be placed on decentralization and devolution
policies, including the transfer of human resources. With the continued assistance of the
World Bank, the government will intensify its efforts to create an environment more
conducive to development of the private sector, in particular through the establishment of
the business resource center and the simplification of the administrative procedures for
setting up enterprises. The number of formalities has already been reduced from fifteen to
eight, and the target of four formalitics will be reached by end-2002. Finally, an action plan
with a completion timetable will be adopted to enhance the competitiveness of enterprises, as
indicated in the study on the macroeconomic implications for aggregate supply of the
enterprise taxation policy.

24.  The program will continue (o be monitored quarterly on the basis of the quantitative
performance criteria, benchmarks, and indicators found in Table 1 and in the technical
memorandum of understanding, as well as on the basis of the structural performance critcria
and benchmarks for end-December 2001 shown in Table 3. For 2002, the key
benchmark/performance criterion is the ceiling on the cumulative change in net domestic
credit. Others include zero ceilings on new nonconcessional external borrowing® and on the
accumulation of domestic and external payments arrears. The quantitative indicators include
a cumulative floor on government revenue, and cumulative ceilings on expenditure on wages
and salaries and current expenditure, Making the anticorruption unit operational is a
performance criterion for end-December 2001. Amendment of existing legislation to deduct
VAT credits henceforth from receipts and adoption of administrative and institutional
measures to make the Supreme Audit Court operational are structural benchmarks for end-

Excluding treasury bonds and bills issued in CFA francs on the national or WAEMU
regional financial market.
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December 2001. Quantitative and structural performance criteria, benchmarks, and indicators
tor end-June 2002 with respect to the seventh disbursement will be established during
the fifth program review, scheduled to be completed by June 30, 2002.

25.  Statistical data. As part of the national strategy in the area of statistical data,

the government is stepping up its efforts to improve the quality and regular production of the
national accounts and other economic statistics. In this connection, the INSD’s allocations in
human and material resources will be significantly raised in the 2002 budget, following the
INSD’s conversion into an autonomous agency. A report on the General Data Dissemination
System (GDDS) has been forwarded to the Council of Ministers for adoption. The national
accounts for 1998 will be finalized by end-2001, after some delays. The effort to harmonize
the industrial production index in the context of the WAEMU will be completed in 2002.

IV, POVERTY REDUCTION AND SOCIAL SECTORS

26.  After broad consultation with civil society, the government presented the first
progress report on the PRSP in October 2001. The report (i) takes stock of the progress made
and problems encountered in implementing the plan of priority actions for each of the four
pillars of the strategy; (ii} reports on the results of consultations undertaken with all parties
mvolved in preparing the assessment and update of the PRSP; and (11) outlines some
possible approaches for remedial actions to be taken in light of the analyses provided in

the report and the concerns expressed by the various partners during the consultation process.

27.  This progress report was presented in conjunction with a scparate report, assessing
the conditionalities for the completion point under the enhanced HIPC Initiative. The latter
report shows that, despite lower-than—envisaged debt relief for Burkina Faso under the
Initiative and a slower-than-anticipated mobilizalion of resources, all targets set as conditions
for reaching the completion point have been achieved. In addition, the technical work to
calculate debt sustainability has already been undertaken.

28.  Steps taken to implement the PRSP and forthcoming stages are described in the
progress report, Effective monitoring of the mobilization and use of HIPC initiative resources
has been achieved through the treasury’s special account for the use of these resources.

The other monitoring procedures continue to be strengthened at the central and regional
levels. In particular, the monitoring unit created in June 2001 to establish a centralized
database on the evolution of all poverty-reducing expenditure and outcomes will be able—as
soon as its software is operational, but certainly before end-2001—to collect and disseminate
detailed, real-time data on the results achieved, Furthermore, the government will endeavor
to eliminate certain bottlenecks observed in the commitment and settlement of available
appropriations, In particular, HIPC initiative resources for 2001 will be committed in their
entirety by the end of the year and disbursed by June 30, 2002. Moreover, the decree
allocating the disbursement of HIPC initiative resources in 2002 will be adopted at the latest
by March 31, 2002.
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29.  Budgetary decentralization, that is, giving the authority to manage funds through the
delegation of appropriations to decentralized units of ministries (down to health districts in
the area of health), has yielded compelling results. Expansion of this process is being studied.
Now limited to the Ministries of Health, Basic Education, and Decentralization, devolution
should also be extended to the Ministries of Agriculture, Animal Husbandry, Environment
and Water Resources, and then gradually to other ministries. Devolution, which now only
affects expenditure on goods and services, will also be extended to capital expenditure.



Table 1. Burkina Faso: Quantitative Performance Criteria, Benchmurks, and Indicators for the Second- and Third- Year Programs

Under the Poverty Reduction and Growth Hacilily Atrangement, 2000-02

{In bilhons nf CRA francs; comuladve from beginning of year)

Stock 2001 2002
Dec. 2000 Hned-March Lnd-lune End-Sep. End-Dec. End-Mar. End-Tune
Actual Benchmark Prel. Perf. Prel. Benchmark Est. Perf. Proj. Proj
Cric. Crir.

Performance criteria and benchmarks 1/

Ceiling on cumulative change in net bank credit to government 2/ 1123 -1.0 3.5 24 -4.2 -34 6.1 -5.2
Adjusted cefling for shonfall in external resources 3.0 4.6 8.6

Ceiling on total net domestic hudget financing (both bank and nonbank) b6 -0.5 36 1.5 6.3
Adjusted ceiling for shertfall in external assistance

Ceiling on the cumulative amount of new noneoncessianal borrowing

contracted or guarantesd by the government 3/ 0.0 0.0 oe 0.0 0.0 0.0 0.0 0.0 0.0 0.0
O whick: less than one year's mawrity 4/ 0.0 0.0 o¢e 0.0 0.0 0.0 6.0 a.0 0.0 0.0

Cumulative net reduction in domestic payments arrears 5/ 3.0 0.0 g.0 0.0 0.0 0.0 iX)] [iX1] 0.0 0.0

Aceurmmlarion of external payments amrears 3/ 0.0 0.0 0.0 0.0 0.0 0.0 na sX1] 0.0 0.0

Indicatars 1/

Current govemment revenus 6/ 205.0 424 43.8 122.9 1063 lals 1655 231.3 52.6 123.5

Expenditure on wages and salaries 7/ 0.0 23.7 213 46.6 46.1 £8.2 69.2 982 25.6 511

Cutrent expenditure 7/ 195.6 50.8 45.7 114.4 L7 167.6 155.9 210.8 55.8 111.6

Adjustment factors 1/ 8/

Balance of payments assistance 229 18.0 0.0 24.5 4.5 42.5 9.9 74.2 2.5 27.0
Adjustment lending {excluding IME) 0.0 15.0 6.0 i5.0 0.0 324 LA 543 .0 24.5
Adjustment grants 22.9 30 0.0 2.9 9.9 9.9 0.9 19.9 2.5 2.5
Debt relief 4/ 0.0 0.0 0.0 0.0 0.0 .0 0.0 0.0 0.0 0.0

Sources: Burkinabe athorities; and staff estimates and prajections.
1/ As defined in the technical memorandum of understanding.

2¢ Fur end-September and end-December 2001, to be adjusted for the amount of treasury bonds ot hills issucd for the repayment of the stack of BCHAO advanves.
3/ To be chserved on a continuous hasis. Excluding treasury nutes and bonds issued in CFA franes on the tegional WAEMU market.
4f Excloding normal impan-related credits and treasury notes and bonds issned in CBA francs on the regional WAEMU market.

5¢ For 2000, includes retroactive wage adjustments that, in the snmmary fiscal table, have been included in wages and salaries.

&/ Rxcluding revenue callected through reasury checks.
7 For 2002, excluding outlays linked v HIPC inirtative resources.

8/ Por 2001 and 2002, the limits on net eredit i government are ta be adjusted upward by the amonnt of the shortfall in balance of payments assistance (excluding debt relief under the HIPC Initiative); for 2001, these
adjustments are limited tw & maximum of CFAF 4 billian by end-March, CFAE 7 billion by end-Tune, CFAF 12 hillion by end-September, and CEAY 20 billivn by end-December. For 2002, the adjuster for a shortfall in
exterral assistance is limited to a maximum of CRAF 1 billion by end-March and CFAF 20 Billion by end-Tune.

9 Excluding HIPC Initiative debt relief.
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Table 2. Social Development Performance Indicators, 19962003
Objectives and Policies Tndicators Taryels ad Resulis
1996 1997 1998 1959 2000 2001 2002 2003
Actual Target  Actual Target Actwal Target Actual Target Actwal Target Target Target
Health
Improve primary health care
quality and coverage
Tncrease public expenditure on Share of budget expenditurc
health on health
Tncluding forsign fnanced
investment 1/ 2/ 114 ns 1.8 10 1.1 120 1% B A 97 120
Excluding foreign-financed
investment and interest
expenditares 142/ 3/ 113 120 11.9 126 122 13.1 139 124 135 134
Reallocate budgetary spending Tlealth budgets established
1o health districts at district level Target by 1998 Done
Provide adequate staffing of Share of C5Ps' meeting minimal
local health centers (CSPs) staffing norms {three agents) 1/ 57 60 6 65 w75 &0 90
Provide regukar supplies of Share of CSPs with essential
essential drugs o CSPs drugs 1/ &0 i} &5 80 a4 100 Yz 160 100 100 1G0 100
Tnerease ubilization rales in CEPs New casss/inhabitants per year 0.21 .20 021 0.23 023 024 024 0235 026 u27
Urban NA7 0.40 060 0.50 [Exel1} .60 .70 0.80
Rural 018 020 030 040 50 (1.00
Strengthen child vaccinatinn Shiare of iolaols (011 munths)
programs vaccinated 1/
BCG 4 53 55 46 55 52 ol iy M 9 80 83 85
DCTipalio 5/ 37 5 2% a5 k31 40 42 s 6 60 65 70
Measles 55 35 33 35 38 45 53 55 58 60 65 70
Yellow fever 28 35 33 35 33 45 50 55 55 60 65 70
1996757 1997/48 1598/99 1999/00 2000/01 2001/02 2002/03 200304
Targel Actual Target Actual Target Actual Target Actual Target Actual Target  Target Targel
Education
Improve coverage, equity, and
quality of basic educalicn
Tncrecase public spending en Share uf budget expenditure on
basic education basic education
Including foreign- Rnanced
investment 1/ 2/ 6/ 88 93 1l 111 11.5 114 107 161 117
Excluding fereign-financed
investment and interest
expenditures 1/2/4/6 14.6 145 143 158 130 142 150 169 162
Expand capacity of primary Gross enrollment ratio 1/ 4.0 %4 420 395 447 40.3 460 413 433 427 4438 474 50.1
schood system New admissions in first grade
{in thousands) 149 139 189 141 229 154 270 160 166 172 172 178 184
Recruil primary achool teachers Local recruitment plan ready In August 1998
locally Pilot implernentation started In October 1998, as wargetel
Promete girls' education Girls" primnary school gross
enrollment ratio 1/ 30 il 324 336 3B0 46 36.0 354 378 372 38s 389 3
Reduce regional disparities in Spread in provincial primary
access W primary education schoal entollment ratios 17 750 EEE] T30 644 .0 57K 690 530 670
Tmprove quality and efficiency Repetition rate 1/ 18.0 170 170 170 160 18.0 140 170 138 176 155 14.7 14.0
of primary education At lcast one book for two pupils
(Brench and math) for 193% Tone

Source: Borkinaté authoritics.

1/ Tn percent.

2/ On a commitment basis, cxcluding external debt servics,
3 Not part of identified Initiative for Heavily Indebled Pour Coumries (HIPC Initiative) targets.

4/ Tuberculosis.

5/ Diphthera, cholera, and tetanus/poliv.
6/ Budgetary data refer to initial year of school year,
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Table 3. Burkina Faso: Structural Benchmarks and Performance
Criteria for the 2001-02 Program

Measures

Date

Status

Reform of petroleum products taxation in compliance with
West African Economic and Monetary Union (WAEMU)

|
norms.

Adoption by the Council of Ministers of the letter of
development policy of the energy sector, including the
regulatory framework for the electricity sector and the plan
for the privatization of the electricity company (SONABEL).

Introduction of automatic domestic price-setting mechanisms
for petroleum products reflecting movements in international
prices.

Adoption of audited budget acts (Lois de réglement) from
1995 to 1998,

Finalization of the interconnection of the payroll and civil
service databases.

Setting up a centralized database to track social outlays and
outcomes, in particular for health and education.'

Securitization of the deposits of the Postal Savings Bank
(CNE) with the treasury.'

Amend the VAT legislation so that henceforth VAT credits
would offset VAT liabilities on receipts.

Adopt the administrative and institutional stipulations for the
effective operation of the Supreme Audit Court (Cours des
Comptes).

Make operational the anti-corruption unit that will be
independent of the government and that will have jurisdiction
to investigate and review cases and to refer cases to
competent judicial authorities'

End-December 2000

End-December 2000

End-March 2001

End-March 2001

End-June 2001

End-Tune 2001

End-September 2001

End-December 2001

End-December 2001

End-December 2001

Done

Done

Done

Done

Done

Done

Done

Performance criterion.
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INTERNATIONAL MONETARY FUND
BURKINA FASO
Technical Memorandum of Understanding

November 2, 2001

This memorandum provides the definitions of the performance criteria and benchmarks

of the program supported under the Poverty Reduction and Growth Facility (PRGF) of the
International Monetary Fund (IMF). It also sets out the data-reporting requirements for
monitoring the program.

2.

I. DEFINITION OF TERMS

For the purpose of this memorandum, the following definitions of “debt,” “government,”

“payment arrears,” and “government obligation” will be used:

As specified in Point 9 of the Guidelmes on Performance Criteria with Respect to Foreign
Debt adopted by the Executive Board of the IMF on August 24, 2000," debt will be
understood to mean a current, that is, not contingent, liability, created under a contractual
arrangement through the provision of value in the form of assets (including currency} or
services, and which requires the obligor to make one or more payments in the form of
asscts (including currency) or services, at some future point(s) in time; these payments
will discharge the principal and/or interest liabilities incurred under the contract. Debis
can take a number of forms, the primary ones being as follows: (i) loans, that is, advances
of money to obligor by the lender made on the basis ol an undertaking that the obligor
will repay the funds in the future (including deposits, bonds, debentures, commercial
loans, and buyers’ credits) and temporary exchanges of assets that are equivalent to fully
collateralized loans under which the obligor is required to repay the funds, and usually
pay interest, by repurchasing the collateral from the buyer in the future (such as
repurchase agreements and official swap arrangements); (i) suppliers’ credits, that is,
contracts where the supplier permits the obligor to defer payments until some time atter
the date on which the goods have been delivered or services provided; and (11) leases,
that is, arrangements under which property is provided that the lessee has the right to use
for one or more specified period(s) of time, which are usually shorter than the total
expected service life of the property, while the lessor retains the title to the property. For
the purpose of the guideline, the debt is the present value (at the inception of the lease) of
all lease payments expected to be made during the period of the agreement, excluding
those payments that cover the operation, repair, or maintenance of the property. Under
the definition set out above, debt includes arrears, penalties, and judicially awarded

! See EBS/00/128 (6/30/00: “Limits on External Debt on Borrowing in Fund Arrangements -
Proposed Changes in Coverage of Debt Limits.”
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damages arising from the failure to make payment under a contractual obligation that
constitutes debt. Failure to make payment on an obligation that is not considered debt
under this definition (e.g., payment on delivery) will not give rise to debt. The external
debt excludes treasury bills and bonds issued in CFA francs on the regional financial
market of the West African Economic and Monetary Union (WAEMU).

¢ Government is defined as the government of Burkina Faso and does not include any
political subdivision or central bank or any government-owned entity with a separate
legal personality.

¢ External payment arrears are external payments due but unpaid. Domestic payment
arrears under the program for 2001 and 2002 include domestic payments due (following
the expiration of a grace period of 90 days, except where the obligation provides for a
specific gracc period, in which case that grace period will apply) but unpaid.

e Government obligation is any financial obligation of the government recorded as such
by the government (including any government debt).

II. QUANTITATIVE PERFORMANCE CRITERIA
A. Cumulative Change in Net Bank Credit to Government and Net Domestic Credit

Definition — net bank credit to the government

3. For the purposes of the 2001 program, net bank credit to the government is defined
as the balance of the Burkinabé Treasury’s claims and debts vis-a-vis national banking
institutions. Trcasury claims include the cash holdings of the Burkinab¢ Treasury, deposits with
the central bank, deposits with commercial banks, secured obligations, and deposits with the
postal system. Treasury debt to the banking system includes funding from the central bank
{cssentially IMF financing and refinancing of secured obligations), government securities held
by the central bank, funding from commercial banks (including government securities held by
commercial banks), and funding from the postal system (including deposits of the postal system
with the treasury).

4. Government securitics held outside the Burkinabé banking system are not included in the
net bank credit to the government,

5. Net bank credit to the government is calculated by the Central Bank of West African
States (BCEAQ), whose figures are those deemed valid within the context of the program,

6. As of June 30, 2001, the net government position thus defined was CFAF 109.3 billion.
At that date, the cumulative change on net bank credit to government so defined was
CFAF -4.5 billion, compared with the stock at end-December 2000.
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Definition — net domestic credit

7. Starting in 2002, the key quantitative performance criterion will be the net domestic
credit, defined as the sum of (i) net bank credit to the government, encompassing both the net
bank credit to the Burkinabe Treasury as defined above and the other claims and debt of the
government vis-a-vis national banking institutions; and (ii) nonbank financing of the
government, which includes, inter alia, treasury bills and bonds held outside the national banking
institutions and the proceeds of asset sales by the government.

8. Net bank credit to the government is calculated by the BCEAO, whose figurcs are those
deemed valid within the context of the program. The nonbank financing is calculated by the
Burkinabé Treasury, whose figures are deemed valid within the context of the program.

Performance criterion/benchmark

9. The ceiling on the cumulative change in net bank credit to the government is set at

CFAF -5.2 billion at December 31, 2001, This ceiling is a performance criterion at Dccember 31,
2001.

10. The stock ol net bank credit to the government, broadly defined, is programmed at
CFAF 78.8 billion at end-Dccember 2001, The ceiling on the cumulative change in net domestic
credit of the government is projected at CFAF 11.5 billion at March 31, 2002 and

CFAF -6.3 billion at June 30, 2002, This target will be set as a benchmark for end-March 2002
and as a performance criterion for end-June 2002 during the fifth review under the arrangement.

Adjustments to performance criterion/benchmark

11, These ceilings on the cumulative changes in the net bank credit to the government
posilion vis-a-vis the banking system and in net domestic credit will be subject to adjustments if
disbursements of external budgetary assistance, including traditional debt relief—but excluding
the assistance (o be provided under the Initiative for Heavily Indcbted Poor Countries (HIPC
Initiative)—exceed or fall short of program forecasts. In the event of excess disbursements at the
end of each quarter (end-September 2001, end-December 2001, end-March 2002, and end-

June 2002}, the ceiling will be adjusted downward pro tanto by the amount of the excess
disbursements. In contrast, if at the end of each quarter, disbursements are less than the
programmed amounts, the ceiling will be raised pro tanto by the amount of the shortfalls up to
the limits (on a noncumulative basis) of a maximum of CFAF 12 billion at end-September 2001,
a maximuni of CFAF 20 billion at end-December 2001, a maximum of CFAF 1 billion at end-
March 2002, and a maximum of CFAF 20 billion at end-June 2002. Concerning HIPC Initiative
assistance granted to Burkina Faso, the savings on the debt service will be lodged in a separate
account at the Burkinabé¢ Treasury and used to finance priority programs specified in the poverty
reduction strategy paper (PRSP), as defined in the 2001 and 2002 finance laws.
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Reporting requirement

12, Detailed data on the net government position vis-a-vis the banking system will be
provided monthly by the BCEAO within seven wecks following the end of cach month, and
those concerning the nonbank financing of the government by the Burkinabé Treasury within the
same time frame.

B. Nonaccumulation of Domestic Payment Arrears on Government Obligations

Definition

13.  Domestic payment arrears on government obligations are reduced through the payment
of these obligations as defined under paragraph 2 above. The government undertakes not to
accumulate any new domestic payment arrears on government obligations on a nel basis. The
treasury keeps and updates the inventory of domestic payment arrears on government obligations
and maintains records of their repayments,

Performance criterion

14.  The government will not accumulate any domestic payment arrears on government
obligations in 2001 and 2002. The nonaccumulation is a performance criterion for end-
December 2001, a benchmark for end-March 2002, and a performance criterion (or end-
June 2002,

Reporting requirement

15.  Data on the outstanding balance, accumulation, and repayment of domestic payment
arrears on government obligations will be provided monthly within four weeks following the end
of each month.

C. Nonaccumulation of External Payment Arrears
Performance criterion

16. Government debt is outstanding debt owed or guaranteed by the government. It
excludes treasury bills and bonds issued in CFA francs on the WAEMU regional financial
market. External payment arrears are debt obligations due but not paid on the due date. Under the
program, the government undertakes not to accumulate external payment arrears on government
debt, with the exception of external payment arrears arising from government debt being
renegotiated with creditors, including Paris Club creditors. The nonaccumulation of external
payment arrears on government debt is a performance criterion to be observed continuously.

Reporting requirement

17, Data on the outstanding balance, accumulation, and repayment of external payment
arrears will be provided monthly within four weeks following the end of each month,
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D. External Nonconcessional Loans Contracted or Guaranteed
by the Government of Burkina Faso

Performance criterion

18.  Under the program, the avoidance of nonconcessional external debt contracted in
guaranteed by the government Is a continuous performance criterion, Nonconcessional external
debt is defined as all external debt with a concessionality level of less than 35 percent. To
calculate the level of concessionality for loans with a maturity of at least 15 years, the discount
rate to be used is the ten-year average commercial interest reference rate (CIRR) calculated by
the IMF, based on the rates published by the OECD; for loans of less than 15 years, the six-
month average CIRR is used. This performance criterion applies not only to debt as defined in
Point 9 of the Guidelines on Performance Criteria with Respect to Foreign Debt, adopted on
August 24, 2000,” but also to commitments contracted or guaranteed for which value has not
been received. However, this performance criterion docs not apply to financing provided by the
Fund, and to treasury notes and bonds issued in CFA francs on the WAEMU regional financial
market.

Reporting requirement

19.  Details on any external government debt will be provided monthly within four weeks
following the end of each month. The same requirecment applics to guarantces cxtended by the
central government,

E. Short-Term External Debt of the Central Government

Performance criterion

20, The government will not contract or guarantee external debt with an original maturity of
less than one year, The avoidance of external debt with an original maturity of less than one year
contracted or guaranteed by the government is a continuous performance criterion. This
performance criterion applies not only to debt as defined in Point 9 of the Guidelines on
Performance Criteria with Respect to Foreign Debt, adopted on August 24, 2000, but also to
commitments contracted or guaranteed for which value has not been received. Excluded from
this performance criterion are short-term, import-related trade credits, and short-term treasury
noles issued in CFA francs on the regional financial market. As of June 30, 2001, the
government of Burkina Faso had no short-term external debt obligations.

2 See paragraph 2 above.
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III. STRUCTURAL PERFORMANCE CRITERION
A. Performance Criterion

21.  The anticorruption unit will be made operational by December 31, 2001. It will be
independent of the government and will have jurisdiction to investigatc and rcvicw cases and to
refer cases to the competent judicial authorities.

B. Reporting Requirement

22,  The information concerning the implementation of this structural performance criterion
will be communicated Lo the IMF within two weeks following its scheduled implementation date.

IV. QUANTITATIVE BENCHMARKS

23, The program also includes quantitative benchmarks on current government revenue, the
civil service wage bill, and total current expenditure.

24, Current government revenue is defined as tax revenue, plus nontax revenue, excluding
the revenue collected through treasury checks.

25.  Total current expenditure is defined as the difference between total budgetary
expenditure, on one hand, and total capital expenditure and net lending, on the other, Capital
expenditure is defined as the sum of investment spending identified as such in the national
budget and foreign-financed investment outlays.

26.  This information will be provided to the IMF monthly within four weeks following the
end of each month.

V. STRUCTURAL BENCHMARKS

27.  The program also includes two structural benchmarks at end-December 2001: the
amendment of the value-added tax (VAT) legislation to henceforth deduct VAT credits from
receipts; and adoption of the administrative and operational stipulations for the effective
operation of the Supreme Audit Court.

V1. ADDITIONAL INFORMATION FOR PROGRAM-MONITORING PURPOSES
A, Public Finances

28.  The government will report to IMF staff the following:

e a monthly table of government financial operations (TOFE) and the 13 customary
appendix tables, to be provided monthly within three weeks (provisional version) and
within six weeks (final version) following the end of each month; if the data on actual
public investment financed by external grants and loans are not available in time, a linear
estimate based on the annual projection will be adopted,;
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complete monthly data on domestic budgetary financing, to be provided within six weeks
following the end of each month;

quarterly data on implementation of the public investment program, including details on
financing sources, to be provided quarterly within six weeks following the end of each
quarter;

monthly data on debt service, to be provided within four weeks following the end of each
month;

monthly data on the taxation of the petroleum sector, including (i) the price structure
prevailing during the month; (ii) the detailed calculation of the price structure, going from
the f.0.b.-MED price to the retail price; (iii) the volumes purchased and supplied to the
domestic market by the petroleum distributor (SONABHY); and (iv) the breakdown of
receipts from the taxation of petroleum products—customs duties, tax on petroleum
products (TPP), and value-added tax (VAT)—and of subsidies, to be provided monthly
within four weeks following the end of each month;

monthly data on the resources and use of the Burkinabe Treasury’s special account
created for the use of the resources from the debt-service savings under the HIPC
Initiative, to be provided monthly within six weeks following the end of each month; and
the status of all the deposit accounts at the treasury classified by major category
(administrative scrvices, state cnterprises, mixed enterprises, public administrative
enterprises, international organizations, private depositors, and others), to be provided
within four weeks following the end of each month,

B. Monetary Sector

The government will provide the following information within eight wecks following the

end of each month;

30.

the consolidated balance sheet of monetary institutions and, if the need arises, details
pertaining to individual banks;

the monetary survey, seven weeks atter the end of each month for provisional data, and
len weeks aller the end of each month for final data;

borrowing and lending interest rates; and

customary banking supervision indicators for bank and nonbank financial institutions—as
needed, indicators for individual institutions may also be provided.

C. Balance of Payments

The government will provide the following information:

any revision to balance of payments data (including services, private transfers, official
transfers, and capital transactions) whenever they occur; and

preliminary annual balance of payments data, within nine months following the end of
the year concerned.
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D. Real Sector

The government will provide the following information:

disaggregated monthly consumer price indices, monthly within two weeks following the
end of each month;

provisional national accounts, no later than six months aficr the end of the year; and

any revision in the national accounts.

E., Structural Reforms and Other Data

The government will provide the following information:

any study or official report on Burkina Faso’s economy, within two weeks following its
publication; and

any decision, order, law, decree, ordinance, or circular with economic or financial
implications, upon its publication or, at the latest, when it enters into force.
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F. Summary of Main Data Requirements
Type of Data Tables Frequency Reporting Lag
Real sector Provisional national accounts Annual Six months after year’s end
Revisions of national accounts Adhoe Eight weeks following
revision
Disaggregated consumer price index Morithly End of month + two weeks
Public finances Net treasury and government at large Monthly End of month + six wecks
position with the centrai bank, and
details of nonbank financing
Table of government financial Monthly End of month + three weeks
operations (TOFE) and the 13 usual (provisional)
appendix tables End of month + six weeks
(final)
Execution of investment budget Quarterly End of quarter +six weeks
Petroleum product pricing formula, tax ~ Monthly End of month + four weeks
receipts on petrolenm products, and
subsidies paid
Status of the special account at the Monthly End of month + six weeks
Burkinabé Treasury handling the use of
the HIPC Initiative resources
Status of the deposit accounts at the Monthly End of month + four weeks
Burkinabé Treasury classified by major
category
Monetary and Monetary survey Monthly End of month +
financial data seven weeks (provisional)
End of month + ten weeks
(final)
Consolidated balance sheet of Monthly End of month + eight weeks
monetary institutions and, as needed,
balance sheets of individual banks
Borrowing and lending interest rates Monthly End of month + eight weeks
Banking supervision ratios Quarterly End of quarter +
: cight weeks
Balance of payments  Balance of payments Annual End of year + ning months
Revised balance of payments data Adhoc When revisions oceur
External debt Outstanding external payment arrears Monthly End of month + six weeks
and repaymenits (if applicable)
Details of new external borrowing Monthly End of month + six weeks
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Burkina Faso: Relations with the Fand

(As of September 30, 2001)

Membership Status: Joined; 05/02/63; Article VIII

General Resources Acconnt: SDR Million
Quota 60.20
Fund Holdings of Currency 52.98
Reserve position in Fund 7.23
SDR Department: SDR Million
Net cumulative allocation 9.41
Holdings 0.45
Outstanding Purchases and Loans: SDR Million

Enhanced Structural Adjustment Facility (ESAF)/
Poverty Reduction and Growth Facility (PRGF)

arrangements 91.31

Financial Arrangements:

Approval Expiration
Type Date Date (SDR Million)
PRGF 09/10/1999  095/09/2002 39.12
ESAF 06/14/1996  09/09/1999 39.78
ESAF 03/31/1993  05/30/1996 53.04

APPENDIX 11

%Quota
100.0
88.0
12.0

%% Allocation
100.0
4.8

% Quota

151.7

Amount Approved Amount Drawn

(SDR Million)

22.36
39.78
44.20

Projected Obligations to Fund: (SDR Million; based on existing use of resources

and present holdings of SDRs):

Overdue Forthcoming

04/30/2001 2001 2002 2003 2004 2005
Principal -- 51 108 12.6 13.5 11.7
Charges/interest -- 0.3 0.7 0.7 0.6 0.5
Total - 54 115 13.3 14.1 12.2
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VI1. Implementation of HIPC Initiative:

Original  Enhanced
framework framework Total

Commitment of HIPC assistance

Decision point date 9/8/1997  7/10/2000
Assistance committed (end-1999 NPV terms)
Total assistance (US$ million) 299 169
Of which: Fund assistance (SDR million) 16.3 15.0
Complction point date 7/10/2000  Floating

Delivery of Fund assistance (SDR million)

Amount disbursed 16.3 3.2 19.5
Interim assistance . 32 3.2
Completion point 16.3 0 16.3

Amount applied against member’s obligations

{cumulative) 29 1.9 4.8

VIII. Safegnards Assessments:

Under the Fund’s safeguards assessment policy, the Central Bank of the West African States
(BCEAO), of which Burkina Faso is a member, is subject to a [ull Stage One safeguards
assessment. A Stage One safeguards assessment of the BCEAO was completed on July 23,
2001. The assessment concluded that high risks may exist in BCEAQ’s financial reporting
framework, but did not draw conclusions on the bank’s internal audit mechanism nor the

internal controls structure, The assessment recommended an on-site fact-finding mission,
which took place October 15-24, 2001.

IX. Exchange Rate Arrangement:

Starting on January 1, 1999, Burkina Faso’s currency, the CFA franc, has been pegged to the
curo at the rate of €1=CFAF 655.95. The exchange rate on September 28, 2001 was

CFAF 925.99=SDR 1. The exchange and trade system is free of restrictions on payments and
transfers on current international transactions.
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X. Article IV Consultations:

Burkina Faso is on the standard 12-month consultation cycle. The 2001 Article IV
discussions and the third review under the Poverty Reduction and Growth Facility (PRGF)
were held during the period April 10-25, 2001 in Ouagadougou. The staff report (EBS/01/84;
6/13/01) and the statistical annex (SM/01/176; 6/19/01} were considered by the Executive
Board on July 2, 2001,

XI. ROSC/AAP:

An FAD mission visited Ouagadougou during May 7-18, 2001, to assist the authorities
undertake a draft fiscal module of a Report on the Observance of Standards and Codes
(ROSC). The mission found that Burkina Faso is making good progress in a number ol areas
Lo increase the transparency and accountability of government. But additional efforts are
needed to bring a number of improvements to the point of implementation, particularly with
regard lo expenditure tracking at the local level and external audit functions, Initial
discussions indicated that the authoritics were in broad agreement with the mission
assessment, The report is currently being completed.

The team, jointly with World Bank staff, also discussed a HIPC Assessment and Action Plan
(AAP) with the authorities. The aim was to assess the capacity of the public expenditure
management system to track poverty-reducing public expenditures under the HIPC Initiative
and the need for technical assistance to enhance that capacity. The mission secured officials’
agreement with the jointly prepared preliminary assessment; identified the main needs for
technical assistance on upgrading the capacity to track such expenditures; and drew up a draft
outline Action Plan. This plan identifies the main needs for further technical assistance to
improve tracking of poverty-reducing expenditures. The AAP has been communicated to the
World Bank and will be finalized as soon as their comments are received.

XII, Technical Assistance:

Significant technical assistance has been provided since 1989, especially in fiscal area, more
recently:

Department  Type of Assistance Time of Delivery Purpose

FAD Staff October 6-17, 1997 Assessing the fiscal
impact of the common
external tariff (CET) and
regional integration, and
defining policies to offset
revenue losses.
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Stafl

StafT

Staff

Staff

Resident Representative:

November 20-30, 1998

February 11-25, 1999

December 4-11, 1999

May 7-18, 2001

Assessing implementation
of the 1997 mission
recommendations, and
proposing complementary
reforms to strengthen the
fiscal and customs
administrations,

Asgsisting in upgrading the
computer system used for
large taxpayers and
following up on the
implementation of
previously recommended
measures.

Monitoring the upgrading of
the computer system used
for large taxpayers;
reviewing the establishment
of a withholding system for
business taxes; reviewing
the system of treasury
refunds of taxes due on
foreign-financed projects;
and proposing modalities
for eliminating value-added
tax exemptions on investments.
Assisting in completion

of the fiscal module of

the Report on the
Obscrvance of Standards
and Codes (ROSC), and
drafting assessment of an
action plan, the capacity

of the public expenditure
management system to
track and report on the

uses of HIPC Initiative
assistance and all
poverty-reducing
expenditures.

Mr. Robert Franco took up the post of Resident Representative in early December 2000.
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Burkina Faso: Relations with the World Bank Group

{As of August 31, 2001)

Since the beginning of the structural reforms in the early 1990s, the World Bank has approved, in
addition to project support, two structural adjustment credits, an economic recovery credit, an
agricultural sector adjustment credit, a transport adjustment credit, and an economic management reform
credit. The current portfolio amounts to commitments of US$390.1 million, of which US$268.8 million
is undisbursed. It includes a number of projects aimed at accelerating the provision of social services,
with one project in the education sector, one in health/nutrition, two in population/AIDs conirol, one in
the water sector, and one in urban environment. Other projects are geared to improving agriculture (such
as Community based rural development, AG services and Private Irrigation), supporting the poverty
reduction strategy of the Burkina Faso’s government (Poverty Reduction Support Credit I) and building
up capacity in the mining sector (see table). Forty-eight IDA credits for an amount of US$748.6 million
have been closed. There are no MIGA operations in Burkina Faso.

New credits

Two operations have been approved so far in FY2002 (PRSC I and HIV/AIDS). Four more operations
are expected to be approved in fiscal-year 2002: one Poverty Reduction Support Credit (PRSC); a Basic
Education operation; a Competitiveness and Enterprise Development operation; and a Supplemental
Urban operation.

Statement of IDA Credits

(In millions of U.S. dollars)

Credit Fiscal

Number Year Sector 1DA Undisbursed
C2595(-BF 1994  Health/Nuirition 29.2 1.6
C261590-BF 1994  Population/AIDS Control 26.3 31
C27280-BF 1995  Urban Environment 37.0 10.6
CNO0G70-BF 1997  Post-Primary Education 26.0 13.7
CN0290-BF 1997  Mining Capacity Building 21.4 12.5
(C29740-BF 1998  AG Services 11 41.3 24.8
C31610-BF 1999  Private Irrigation 5.2 33
C34360-BF 2001  Community-Based Rural Devlipt, 66.7 63.3
34760-BF 2001  Ouagadougou Water Supply 70.0 68.9
C35570-BF 2002  HIV/AIDS Disaster Response 22.0 22.0
C35650-BF 2002  Poverty Reduction Support Credit 45.0 45.0
Total (number of credits: 11) 390.1 208.8
48 credits closed 748.6 0.0

Source: World Bank.,



-74 - APPENDIX IV

Burkina Faso: Statistical Issnes

In January 2001, Burkina Faso formally adopted the General Data Dissemination System
(GDDS) as its statisticat development framework, and a country coordinator has been named.
During the GDDS workshop in Bamako in March-April 2001, draft GDDS metadata were
prepared for all five sectors including plans for improvements. After being reviewed by STA,
the final report has been forwarded to the Council of Ministers for adoption and will thereafier be
posted on the Fund’s website. Following the conversion of the Statistical Institule into an

autonomous agency, its allocations in human and material resources will be significantly raised
in the 2002 budget.

Real sector

While the general framework of the national accounts is rather complete, there are substantial
problems with the source data for the national accounts at current prices and the price statistics
used as deflators, In particular, the industrial production index should be updated to include new
industrial units. Also, the procedure to collect information on private investment and services
should be improved. In addition, the national accounts suffer from methodological problems.

The base year of the constant price national accounts cstimates has been updated from 1979 to
1985, resulting in revisions in the data from 1985 onwards. The final 1993-97 national accounts
were published in May 2000. The index of industrial production is under review, within the
framework of a program harmonized at the level of the West African Economic and Monetary
Union (WAEMU); a new industrial census, taken in March 1998, will be used in the construction
of the new index.

A new consumer price index was published in 1998, based on a survey taken in the context of a
regional project financed by the European Union and France. The coverage of this index will
gradually be extended to include markets outside Ouagadougou. A new household survey
completed in 1999 provides detailed information on the incidence of poverty and expenditure
pallerns.

Government finance

The last summary annual data published in /nfernational Financial Statistics are for 2000. No
detailed data have been reported for the past five years to STA; hence the 2000 Government
Finance Statistics (GFS) Yearbook covcers only 1984-93, with limited details and coverage (and
the data relate only to budget operations and capital expenditures financed through grants.No
data are reported on extrabudgetary and social security operations, as well as on operations
financed by foreign loans). The compilation of GFS is constrained by a lack of coordination
among fiscal agencies, which has a negative impact on the reliability and timeliness of these
data,
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Monetary accounts

Preliminary monetary data for Burkina Faso are prepared by the national agency of the Central
Bank of West African States (BCEAO) and released officially by the headquarters of the
BCEAO with a lag of two 1o three months. An accounting system for commercial banks was
introduced by the BCEAO on January 1, 1996, Most of the problems that appear in the monetary
statistics for Burkina Faso are not specific to that country but concern all countries of the
WAEMU.' One statistical problem arises from the difficulties the BCEAQ has encountered in
estimating currency in circulation in each WAEMU member country because of the large
backlog of unsorted banknotes held by the central bank in its various national agencies. A money
and banking statistics mission visited the BCEAO in August 1997, investigated these problems,
and reviewed with the authorities several measures that would contribute to reducing the delay.
The BCEAO is working on additional measures to accelerate the sorting operations in order to
resolve this problem.

A second problem has been the slower-than-expected implementation of the new accounting
system by banks since its introduction in 1996. These delays contribute importantly to the lag in
reporting monetary statistics. The August 1997 STA mission that visited the BCEAO
recommended that timing targets for reducing delays in producing the principal report forms be
cstablished. The situation has improved recently, and data for the monetary authorities and
deposit money banks have been provided to STA through May 2001, While there has been a
recent reduction in the lag in reporting monetary data to STA, among others—and this appears to
reflect in part an acceleration in this phase of statistical production—there is scope for further
improvement.

A monetary and financial statistics mission visited the headquarters of the BCEAO in May 2001,
The mission reviewed the procedures for collecting and compiling monetary statistics, and
addressed the outstanding methodological issues that concern all the member countries of the
WAEMU. A technical memorandum on the mission’s main findings and recommendations will
be senl to the BCEAO authorities upon finalization.

Balance of payments

The BCEAQ is responsible for completing the balance of payments statistics that have
significantly improved over the past few years.. The technical assislance of STA (a Statistical
Advisor was posted at the BCEAO headquarters in Dakar from July 1996 through July 1999)
contributed to the reporting of yearly balance of payments data in line with the framework of the
Balance of Payments Manual, (Fifth Edition (BPMS5) for the period 1996-99, In addition, the
BCEAQ disseminatcd the 1988-95 data in the BPM5 format. Regarding trade data, the customs
computer system (SYDONIA} was upgraded in 1999, and its installation in the main border
customs houses is being completed; this should allow a better monitoring of import data and

! Benin, Burkina Faso, Céte d’Ivoire, Guinea-Bissau, Mali, Niger, Senegal, and Togo.
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should improve the coverage of informal irade. The further improvement of services and
transfers (especlally workers’ remittances) coverage is clearly linked to the intensification of the
contacts with reporting bodies; this implies that the authorities” commitment to strengthen the
human and technical resources should be confirmed.

Conccrning the financial account, the foreign assets of the private nonbanking sector are stitl
weakly covered, especially assets of WAEMU residents, which are assesscd through the Bank
for International Settlement (BIS) data. The organization of annual cxhaustive surveys for the
reporting of foreign direcl investment transactions m Burkina Faso is still at a very preliminary
stage. The BCEAQ authorities have indicated that they are looking forward to integrating two
additional sources aimed at improving the quality of the balance of payments reports: the
regional stock exchange transactions, and the firms’ balance sheet database (centrale des bilans).

The follow-up mission at the BCEAQ headquarters (April 17-28, 2000) highlighted
improvements in released data; early in 2000, Burkina Faso approved a balance of payments
final statcment for 1998. However, the mission pointed out serious shortages in the human and
technical resources that hampered the implementation of the resident advisor's
recommendations.

The computer debt-management system software, SYGADE, developed by the United Nations
Conference on Trade and Development {UNCTAD), was introduced in 1999 and is fully
operational. Information on debt disbursement has also been fully integrated with the
expenditure monitoring system.



Burkina Faso: Core Statistical Indicators

(As of Qetober 22, 2001)
Central Overall
Rescrve/ Bank Consumer Current Govern-
Exchange International Base Balance Broad Interest Price Exports/ Account ment External
Rates Reserves Money Sheet Money Rates 1/ Index Imports 2/ Balance Balance  GDP/GNP 3/  Debt
Date of latest 09/30/01 July 2001 July 2001 | July 2001 July200i | Sept.2001| Sept. 2001 Aug 200 | Dec.2000 Cot, 2001 2000 June 2001
Observation
Date received 09/30/01 Oct. 2001 Oct. 2001 | Oct. 2001 Oct.2001 | Sept. 2001 | Qct. 2001 Ocl. 2001 | April 2001 | Sept. 2001 April 2001 | Sept. 2001
Frequency of data Daily Monthly Monthly Monthly Monthly Monthly Monthly Monthly Annual Monthly Anmaally Annual
Frequency of Daily Monthly Monthly Monthly Monthly Monthly Monthly Quarterly Annually Monthly Annually Annvally
reporting
Source of data 4/ | EIS/TRE BCEAO BCEAQ BCEAO BCEAO BCEAO BCEAO BCEAO BCEAQ Ministry of Ministry of | Ministry of
Finance Finance Finance
Mode of reporting On-line Staff fe-mail | Stafffe-mail | Stafffe-mail | Stafffe-mail |[Staiffe-mail| Electronic Electronic Staff Staff Stalf Staff
Confidentiality No s/ st 5/ s/ Na No 5/ 5/ 5/ 5 5/
Frequency of
publicution Daily Monthly Monthiy Monthly Monthly Monthly Monthly Annually Annually Monthly Annually | Annually

1/ Up-to-date data available upon request from BCEAQ; also updated regularly in press.

2/ Customs data available monthly in conjunction with fiscal data.

3/ Revised periodicully during year.

4f EIS = IMF, Economic Information System; TRE = IMF, Trcasurer’s Department; BCEAQO = Central Bank of West African States.
5/ Preliminary use for staff only; actual data unrestricted.

LL
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APPENDIX V

Burkina Fase: Tentative Work Program Under the PRGF Arrangement, 2000-02

Date

Action

Disbursement

July 10, 2000

October 24 —November 8,
2000

End-December 2000
January 10, 2001

April 10 - April 25, 2001

July 2, 2001

End-June 2001

September 3—19, 2001

November 30, 2001

End-December 2001
February 2002

March 2002

End-June 2002

August 2002

September 9, 2002

Executive Board conclusion of the 2000 Article [V
consultation, completion of the first review under
the PRGF arrangement, and approval of completion
point for the original HIPC Initiative, second
decision point for the enhanced HIPC Initiative, and
consideration of the PRSP and its asscssment

Mission on the second review under the PRGF
arrangement and on the negotiation of the second
annual program under the PRGF arrangement

Performance criteria test date for the fourth loan

Executive Board completion of the second review
under the PRGF arrangement

Mission on the third review under the PRGF
arrangement and discussions of the 2001 Article TV
consultation

Executive Board discussion of the 2001 Article IV
consultation and the third review under the PRGF
arrangement

Performance criteria test date for the fifth loan

Mission on the fourth review under the PRGF
arrangement, discussion of the third annual program
under the PRGF arrangement, completion point
under the enhanced HIPC Initiative, and assessment
of the progress report of the PRSP

Executive Board consideration of the fourth review
under the PRGF arrangement, and assessment of the
progress report of the PRSP

Performance criteria test date for the sixth loan

Mission on the fifth review under the PRGF
arrangement and discussions of the 2002 Article IV
consultation

Executive Board discussion of the 2002 Article IV
Consultation , completion peint under the cnhanced
HIPC Initiative, and consideration of the fifth
review under the PRGF arrangement

Performance criteria test date for the seventh loan

Sixth review under the PRGF arrangement and final
disbursement

Expiration of the arrangement

SDR 5.59 million

SDR 5.59 million

SDR 5.59 million

SDR.5.59 million

SDR 5.59 million

SDR 5.58 million
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Downside Risk Scenario
Exogenous shocks

During the year 2000, the Burkinabé economy was hit by exogenous shocks that affected
growth. For the period 2002-05, a downside risk scenario was prepared. Tts purpose is to
measure the impact on macrocconomic variables of two types of exogenous shocks, thereby
highlighting the fragility ol the Burkinabé economy:

* Bad weather conditions. Cereals and cotton are very sensitive to the level and timing
of the rain, as shown by a drop of 15 percent in cereal production in 2000. After
abundant rainfalls in 2001, the downside risk scenario assumes a 20 percent decline in
the growth rate of the primary sector compared with the baseline scenario, from 4.2
percent to 3.4 percent per year.

* Lower level of workers’ remittances from Céte d’Ivoire. The drop in workers’
remittances experienced in 2000 and 2001 is assumed to continuc during 2002-05.

These shocks will have a negaltive impact on real GDP growth {Box 1), fiscal variables
(Appendix VI, Table 1) and the balance of payments (Appendix VI, Table 2).

Real GDP growth

Box 1. Real GDP Growth in the Baseline Scenario and Downside Risk Scenario

(In percent)

2001 2002 2003 2004 2005
Real GDP growth—baseline scenario 62 58 57 55 5.5
Real GDP growth—downside risk 62 49 46 45 46

Under the above-mentioned assumptions, real GDP growth is expected to be slightly higher
than 4 percent over the period, that is, about 1 percentage point lower than under the baseline
scenario, Growth in the primary sector reaches 3.4 percent over 2002-05, Bad performance in
agriculture production and a low level of workers’ remittances will lead to a decrease in the
demand for secondary and tertiary goods and services.

Fiseal outcomes

Throughout the period 2002-05, tax revenue decreases compared with the baseline scenario
(CFAF 2.3 billion in 2002 and CFAF 13.2 billion in 2005), as a result of the lower real
growth. The level of expenditure is assumed to remain unchanged from the baseline scenario.
The financing gap will fluctuate from 0.1 percent of GDP in 2001 to 0.6 percent of GDP in
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2005, Such gaps remain manageable and financeable through a mix of domestic adjustment
and somewhat higher financing.

Balance of payments

The contraction of imports because of the lower growth is more than offset by lower exports
of cotton and a lower level of workers’ remittances, thereby worsening the current account
deficit over the period 2003-05 by about 0.8 percentage point of GDP annually more than in
the baseline scenario.
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Table 1. Burkina Faso: Consolidated Operations of she Cenmral Governmentr, 19992005

1909 2060 Tune 1001 S, 2001 230 2002 2303 3004 1008

Freg Frel. Prog. Eat. Prog. 1) Rev.Prog 1/ Prog. )i Proj. 1/ Praj. 1/ Proj 1

[1n billiens ol CF A francs)

Toual revenus and gramis 2/ 77T 3641 wa3 17193 955 ZEEE 4105 2096 4373 454.2 47737 e
Curren: Tevenue 2/ 2365 1193 1346 TBRE IRTE 1655 3545 W52 ERNE 3403 ina
Tax rErenun 0T 2428 1280 038 1758 1545 402 LR i d 1213 1513
Mesme and profios 537 BiA 414 285 514 433 £7.2 40 &0 R84 Ga.3
Tomestic goads and servizes 1064 5.7 553 522 B3 T84 1258 1340 4h4 156.7. 1744
inermational made 552 B2 7 L9 3B 4.4 53z 58 A 5971
Qeer il 57 15 25 S T4 B3 3 o8 10.5
iontax revenus 15.8 164 6.6 A 1.5 HE 15.8 173 188 0.4
Capival tevenue 'R} [y oo 7] oo 04 L] n.o il a.e 0.0
CGvania 1LY 1446 £5.5 707 1 1018 152.1 142.6 1378 1316
Project 1374 1217 &0.0 608 932 §1.2 1190 12 107.0 N
Progrem .7 219 9.9 LR 16.5 9.5 ExB] 308 ArE ELik)
Ewpenditure and net lending, 3/ 4183 4529 219 2198 3642 3274 4965 4RT.9 5097 5178 460 3818
Current expenditures 1806 195.6 Ned 167 1733 156.1 2323 It96 23 1434 1548 2584
“Wages end salacies 28.9 466 151 682 &%l 921 562 1025 AL:EN 113 1:5.3
Uioods and se-viced 471 250 248 38.0 3.7 FERS ak.7 n 560 £03 545
[ZRETESE DayTHENLS 166 62 6.9 1.7 127 373 1B.0 WTE 16.4 4.6 48
Tlemestic 3% LS 1.1 30 4.0 31 53 a1 57 52 52
Excernol 134 53 L1 £.7 4.6 12.2 127 "s 10,3 LE] 94
Current irsmafens 4L a7 79 %6 312 Ba.6 518 71 60.8 64.8 H90
S which: resirusturing aperations 23 05 Bo (12 0.3 0 10 . -
Ofwhich: refund af VAT cred:ts to SUFTTEX - 57 63 -
Safery ne: / 6il and gaz subaidies - 39 14 LR 2 a1 1 EX] 335 ig 4.1
TvestmenL expEndiLaTes 2574 341 1098 1121 1900 171 W2 695 2798 873 372 el
Tomestically fnenced 65.8 14 2 227 ALE 156 Lxhcy (L5 92.0 19178 1352 154,
O which ; % compenent 2.9 141 12 E8) 163 126 35 2.5 2000 ks 43 27,7
Eaternally fingaced 191.5 LSLE 85.8 E9.6 1405 136 5 1653 1833 1216 1608 16D TEL0
e leudimg, 03 3.1 0.5 0.2 -4 0y 3.0 -1.5 -5 -0 -in 30
Owvesall surpugddeficit (commitment aasis) -60.6 RN -:04 LR -B0 & -88.0 -88.3 724 -713 A W72 B
Excluding grenis 2017 2116 891 1765 -16i 9 2795 BAkN 234 8 234 2085 262
‘Hasic bafance 4/ 102 -12.8 G5 el 154 -46.2 497 453 -36% 483
Eathading use of FIIPC reamizces B3 256 e -1%.3 -165 S35 217 204 1R IO
Cash haais adjusumen 6.2 T &0 V56 o4 16.0 0.0 5.0 0.0 [ B7) 0]
CEnize in PayTIEme wivesee 41 oo oo an o0 04 au o.Q or Ry ]
Donestic RN sy 3 ae 0.2 o a0 iR 0.6 0.0 ]
Eatemal n.o Lo 0. [ 1D oo 0a 9.0 il piu} oo
Experdiures crmmitieed oul not paid 5 BN -3 ] LS 0.0 a3 [HEs i i 0.0 na
Chegs T UFESIUry'S commitmens e 99 o 150 0o [X] (] 70 [Hi] 0. nad
Ovwerall deficn (cash pasis) -89.9 -66.1 L1940 T 64§ 448 Bd.D 873 724 S35 L3
Eazluding prans BB AR -E23 0 952 Si7E5 459 -220.3 -3420 2345 -2i60 -I0E.D
Fanaoeimg 53.9 B4.1 1.4 4.7 84 8 44.% 86,0 973 A EER] 1.3
Farelgm a0 384 53 2 7 353 950 1104 793 1024 506 84
Dirawings o £4.4 400 34 LE.8 54z 1265 1377 1173 1332 117 HEN
Froject loans 60.7 2R 283 453 45,3 518 818 £26 S1E 550 553
Adjuarment aid - 0E G0 0 ELE ) 424 341 295 455 26 118
HIPC Ininative 11 12 52 16.7 30 23 18 57 58 281 250
Amprizatica 1262 -27.R 470 ar ran| -1ES A3 273 -33.0 30,8 2351 LA
Deneaus financing 24 29.0 -59 -0.2 83 S6 -130 -6.% e ] =g B
Bank finarcing 122 198 A4 A 3 61 -5.2 -3 BEX 6 a0
Canes batts 145 231 Bi¥.} -4 -4 03 -14 =18 S1L 5 MR 23
Ceanthercial banke 2.0 -3 8 -3k -2k 47 -3E 0.5 -5 05 DE
Nenbasnk financing RE] 32 35 4.0 ) 05 -9 -38 A58 8 100
Favernment honds BHR] 54 4.3 4.0 -14 -1z S1ET -138 158 1.5 BOE
Frivatization revenue k] 1145 e 0.0 0 0.8 13 1o A 0.0 0.0
Toekt under discussion £ 4.2 8 0. 0.0 on 3.0 ne s3] o 0.0 o0 0.0
70T and GaTiss|ons -1 11 . A6 - 14 0.0 a.n " . .
Finevging gag [ 0.6 0.0 %} 00 00 2.0 oo 0.0 0 or
s
Mertarandum irama:
Gfwhick: heslth and prumery educenen 7/ 53.5 9.6 769 mnr 848 2.1 16835 1095
military oxpendiuss BT 26.1 1] 234 8 2935 .0 208
?In persent of GO, unkess olierwise indicaned)
TaoLak revenue and grants 249 pafl ek 205 215 207 1% 212 236 227 22 PR
Tax revEne 45 ¥ag 14.8 T Ly 120 45 4.0 w5 14.7 4.9 151
Grants 93 2.3 2 £2 £7 73 a4 ¥4 82 71 6.4 59
‘Expendilute and pet lending 8.8 3 26.1 255 283 254 9.0 284 274 6.4 255 25
Current eapmod lute 1.8 123 134 2% 135 12.1 126 18 126 122 I 1.5
Of whtich : Wagss and salaries LX) 3.7 2 54 53 i4 54 57 55 i3 52 30
Tnierest 0.9 H oz LE LS 10 1.6 1.4 1.0 0.8 o 0.6
Cegital expenditure 7.0 15.0 128 131 - 150 113 15.6 153 ¥5.0 144 13.8 )
Deomesiically linaaced 23 34 2.5 15 4.1 2 48 30 53 59 6.3 5.6
Fureign finmced 126 148 M4 104 E 104 w7 107 9.8 £5 7.5 7.0
Owverall surplus/deficil feommiment basic)
Including grancs 4.0 43 23 3 5.0 -50 -5 -39 37 LN
Excluding graom =133 =133 ~104 -1z.8 =137 -114 BEE] S12.1 -1D.8 a7
Batie balancy 4/ 0.7 =21 -bi -2 LR -7 -1 - 23 -2 22
Excluding use of ATPC vesources 0.7 K 12 -3 i -4 -14 AR -1.0 09
Fmancing ger b 0G 0.0 a6 0.0 0.0 Y] 0 0.0 a0
O {in billions o CFA francs) 1,518 1361 BT LETH 1,286 1,190 1,74 nne 1.857 2,00 2,154 2319

Sources: Burkinabs suthorites; apd stalT estinates and projections.
1/ hgludea HIPC iitiaive resaurzea,
¢ Revenue includss 1axes on goods and servetes paid in the sxecittion of public investment projests using checks isaued by the weasary.
3¢ 1m a crammitmant basis and including the e comipanent ol tha sublic investmen: propscts, which is pard by ths reasury.
4! Revenue {exeluding grents) manus sxpendiiurez, encluding foreipn-financed invesiment cutiays.
¢ Floal during tile year, Decline.of araek of expandiure sommitzed but poc paid : ).
& Tunigntious debt under negoliation with nop-Pacis Cluk craditaze.
7/ Exctudivg furgiga-finensed investments.
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Table 2. Burkina Faso: Balance of Payments, 1949-2021

APPENDIX VI

1999 2600 2001 2002 2003 2004 2003
Prog. Proj. If Projections. 1/
[In billivns of CFA fruncs)

Exports, f.o.b. 1562 146.4 178.8 L77.0 2002 2158 2355 2516
Of witich: cotion 83.6 724 94.1 956 116.9 1259 141.3 1493
gald 92 6.2 58 6.5 6.0 6.0 6.0 6.3
Imports, f.o.b. -357.4 -368.6 -34%6.9 —407.5 -382.0 -402.5 -420.4 -445.6
Of which: cupital goods -125.06 -122.8 -138.9 -141.6 -135.0 -127.8 -124.2 -124.3
Trade balance -201.2 22222 -218.1 <2305 -191.8 -187.0 -184.9 -194.0
Services and incomne (nel) -82.0 -H§6.5 -9L.0 3.8 -%).6 1.8 <043 -99.1
Services -70.8 -126 =774 -80.0 -77.8 -80.0 -833 8149
[ncome -1L3 -14.0 =13 -13.8 -12.8 -11.7 -1LD 112
Of which: interest payments -111 -13R -1Z8 -134 -123 -109 -1n.0 -10.0
Of which: budget -10.4 -13.1 -122 -12.6 -1i5 -10.2 93 -117
Current translers (neo} 887 85.2 #2.3 R42 91.5 926 96.5 1007
Private 397 9.9 203 20.1 14.7 154 16.1 16.9
Of which : workers' remigtances (gross) 50.3 41.0 ang 300 2440 24.0 2440 24.0
Official 48.9 55.3 62.1 64.1 74.8 713 804 838
Of which: budgetury {program grants) 237 29 220 233 331 306 306 30.6
Current account {gelicil= -} -194.6 -223.5 -226.7 -240.1 -190.% -186.0 -182.7 -182.3
Excluding current official transfers <2435 -278.8 -238.8 -304.2 <2677 -203.3 -2631 27601
Capiral transfers 1204 1247 1245 124.5 1220 115.1 1103 1104
Project grants 117.4 1217 1215 1213 115.0 1120 107.0 107.13
Other capital transfers 3.0 3.0 3.0 kid 3.0 kN 33 34
Financial aperations 9.5 il6 852 94.8 6l.4 843 a0 6.7
Official capital 640 294 104 /6.4 524 747 30.7 50.8
Disbursements a0.2 60.7 104.2 1161 87.1 1074 816 816
Project loans 4.2 67 618 61L& 6.6 57.8 550 55.0
Program loans 6.l 0 434 54.3 24.5 496 326 26
Amurlizalion -26.2 2313 -3318 -29.7 -34.7 -327 -36.9 -36.8
Of which. budget -26.2 -27.8 315 273 <330 -30.9 351 -35.1
Private capital 2/ 54 2.2 14.8 84 9.0 9.6 10.2 10.4
Errors and omissions 8.6 6.9 0.0 0.0 0.0 0.0 0.4 0.0
Qverall balance -133 -40.3 -17.1 -20.8 -15 134 -114 -20.2
Financing 13.3 403 17.1 20.8 7.5 -13.4 114 0.2
Net foreign assets a1 305 5.2 -0.8 2200 -45.2 262 -19.8
Net official reserves 215 287 -5.2 -0.3 -20.0 -45.2 -26.2 -14.8
Gross official reserves 14.6 305 -113 -7.1 -20.3 =347 -143 9.5
IMF (net} 7.0 -1.7 5.l 6.3 03 -11.1 -11.9 =103
Use of resources 103 52 1533 5.9 98 0.0 0.0 0.0
Repayments -3 -1.0 9.3 9.6 5.5 -1L1 -11.9 -10.3
Net foreign assets, commercial banks -12.4 17 0 ¢0 a.0 0.0 0.0 0.0
Change in arears {reductions -) 0.0 0.0 0.0 1)) {0 0.0 0.0 00
FIPC Initiative 0.0 732 223 216 252 259 281 6.2
Debt under discussion 3¢ 4.2 26 0.0 00 0.0 0.0 0.0 00
Fiscal financing gap 0.0 0.0 0.0 040 24 59 0.5 138

Memorandum itemns: {In percent of GDP, unless otheswise specified)
Trade balance {deficit= -} -13.3 -14.2 -127 -13.4 -104 9.5 -8.9 -8.7
Collon export volume {thousands of metric tons) 114.7 108.5 L1Z.0 1138 164.6 1729 181.1 1852
Current account {deficil= -) S1.8 -14.3 -13.2 -14.0 -10.4 0.5 8.7 86
Excluding current official transfers -16.0 -17.9 -16.8 -17.7 -6 -13.4 -12.6 -124
Querall balanee (deficit= -) -9 226 LD -l.2 0.4 0.7 -0.5 -0.9
Financing gap 0.0 0.0 0o ali} od 0.3 05 0.6
Total deht-service ratio 4/ 230 311 PR 264 252 2.9 224 204
Drebt-service ratio {ratio to government revenue) 17.1 237 209 207 200 1749 17.8 16.4)
Gross international reserves (in billions of CFA francs) 192.2 1713 178.4 193.7 2329 247.2 250.7
In months of imports of goods ¢.i.f. 35 4.8 4.5 52 59 &0 59
In menths of imports of goods and nenfactor services 5.1 4.4 4.2 4.8 535 56 33
GDP at current prices {in billions of CFAF) LilR i.561 1,714 1,71% 1,837 1,939 2,088 2,226

Sources: Central Bank of West Altcun Stawes (RCEAOY, and staff estimates and projections.

1/ Based on lutest World Economic Qurlook (WEO) projections.

2/ Includes pertfolic investment and forelgn direct investmentl,

3/ Contentious debi in negotiation with non-Paris Club creditors.

44 In percent of exports of goods and nonfactor services.
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News Brief No. 01/123 International Monetary Fund
FOR IMMEDIATE RELEASE 700 19th Street, NW
November 30, 2001 Washington, D. C. 20431 USA

IMF Completes In Principle Review Under Burkina Faso’s PRGF
Arrangement and Approves US$7 Million Disbursement

The Executive Board of the International Monetary Fund (IMF) today
completed in principle the fourth review of Burkina Faso’'s performance
under the program supported by the Poverty Reduction and Growth
Facility (PRGF)' Arrangement. As a result, Burkina Faso will in principle
be able to draw up to SDR 5.59 million (about US$7 million).

A final decision by the IMF Executive Board is pending discussion of
Burkina Faso’s Poverty Reduction Strategy Paper progress report by the
World Bank Executive Board, which is scheduled for December 6, 2001.

' On November 22, 1999, the IMF's concessional facility for low income

countries, the Enhanced Structural Adjustment Facility (ESAF), was renamed
Poverty Reduction and Growth Facility (PRGF), and its purposes were redefined,
It is intended that PRGF-supported programs will in time be based on country-
owned poverty reduction strategies adopted in a participatory process involving
civil society and development partners and articulated in a Poverty Reduction
Strategy Paper (PRSP). This is intended to ensure that each PRGF-supported
program is consistent with a comprehensive framework for macroeconomic,
structural, and social policies to foster growth and reduce poverty. Burkina Faso
completed its Poverty Reduction Strategy Paper in Spring 2000. This resulted
from a broad participatory process, which led to the elaboration of a
comprehensive long-term strategy with prioritized action plan for the period 2001-
03. PRGF loans carry an annual interest of 0.5 percent, and are repayable over
10 years with a 5 2 year grace period on principal payments.



.

Burkina Faso’s program was originally supported by a three-year
arrangement under the Enhanced Structural Adjustment Facility (ESAF)
approved on September 10, 1999 (see Press Release 99/42), for SDR
39.12 million (about US$50 millicn). So far, Burkina Faso has drawn SDR
22.36 million (about US$28 million) under the arrangement.

After the Executive Board’s discussion on Burkina Faso, Anne Krueger,
First Deputy Managing Director and Acting Chairman, stated:

“The PRGF-supported program remains on track despite an economic
downturn in 2000, which frailed into the first half of 2001. All end-June and
end-September 2001 performance criteria and benchmarks were
observed. The authorities have maintained a prudent fiscal policy in the
face of a revenue shortfall. To achieve the programmed year-end revenue
and budget deficit targets, they have reduced expenditure while protecting
social outlays, and have raised taxes on petroleum products. Structural
reforms focus on improving the performance of the cotton sector, pushing
ahead with the privatization program, and strengthening public finance
management, the judicial system, and governance.

“An expected bumper cotton crop should boost growth this year and next,
and help alleviate rural poverty. The authorities remain committed to fiscal
consolidation, structural reform, and the fight against poverty. Ongoing
efforts to broaden the tax base, improve tax administration, and limit low-
priority spending remain critical to mobilize resources for urgent social
purpeses. Furthermore, the authorities need to adopt a cautious cotton
pricing policy in 2002 in the face of a decline in international cotton prices.

“The authorities have vigorously pursued the poverty reduction objectives
set out in the PRSP. They have prepared a progress report on the first-
year implementation of the PRSP on the basis of extensive consultations
with civil society and development partners. The Fund’s Executive Board
has deemed the report to be an adequate basis for continuing Fund
concessional assistance to Burkina Faso. Progress in social outcomes
has been satisfactory, and the authorities intend to steadfastly pursue their
ambitious objectives. In particular, they intend to improve the planning,
execution, and tracking of the poverty reduction strategy, notably by
accelerating the commitment of available resources and energizing the
monitoring unit in charge of tracking poverty-related outcomes.

“The authorities have met all the policy reform measures of the floating
completion point conditions under the enhanced HIPC Initiative. However,
in view of a substantial drop in Burkina Faso's exports and the possible
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case for additional assistance at completion point, Directors supported
Burkina Faso’s decision to postpone its reguest for consideration of the

completion point document under the enhanced HIPC Initiative to
March 2002,” Ms. Krueger said.
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IMF Gives final Approval of Fourth Review Under the PRGF
Arrangement for Burkina Faso

The Executive Board of the International Monetary Fund (IMF) has given
its final approval of the fourth review under the Poverty Reduction and
Growth Facility (PRGF) arrangement for Burkina Faso.

The final decision by the IMF Executive Board was adopted further to a
decision by the Executive Board of the World Bank on December 6, 2001,
which concluded that Burkina Faso’'s Poverty Reduction Strategy Paper
progress report provides a sound basis for World Bank concessional
assistance.

The completion of the fourth review releases immediately a disbursement
of an amount eqguivalent to SDR 5.52 million (about US$7 million) under
the PRGF arrangement (see News Brief No. 01/123).

EXTERNAL RELATIONS DEPARTMENT
Washington, D.C. 20431 + Telephone 202-623-7100- + Fax 202-623-6772 « www.imf.org



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

